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CIVIL WORKS PROGRAM May 09
DEVELOPMENT AND EXECUTION COURSE
LESSON NUMBER 13

5. CIVIL WORKS PROGRAM DEFENSE

TOPIC: a. Administration Participation
(1) OASA (CW)
(2) OMB Briefings and Passback
(3) President's Program and Budget
(4) Program Documents

TIME ALLOTTED: 1 hour, including time for questions and answers.

HANDOUTS: On Computer CD:
H-13-1. Budget of the U.S. Government - Fiscal Year 2009
— EXCERPT Corps of Engineers Budget
H-13-2. Fiscal Year 2009 - Civil Works Budget for the U.S.
Army Corps of Engineers ("Press Release")

In Course Binder:

H-13~-3 ASA(CW) Transmittal of Recommended Program to OMB
dated 10 September 2007.

H-13-4 OMB Passback for the Program Year 2009.

H-13-5 ASA (CW) Response to OMB Passback (“Reclama”)
dated 29 November 2007.

H-13-6 OMB Passback Resolution for the Program Year 2009.
H-13-7 EXCERPT of Fiscal Year 2009 Civil Works Budget for U.S.
Army Corps of Engineers dated February 2008

aka “The Press Release”

REFERENCES: 1. The President's Program and Budget Documents: (Number and
titles of budget documents may vary from year to year)

a. Budget of the United States Government

b. Analytical Perspectives, Budget of the United States
Government

c. Historical Tables, Budget of the United States
Government

d. Appendix, Budget of the United States Government

2. Civil Works Budget for U. S. Army Corps of
Engineers ("Press Release")
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DETAILED OUTLINE

INTRODUCTION

1. Objective: To discuss program development meetings with
OASA(CW), briefings of OMB, and the OMB passback. Also, to
discuss final program preparation and submission of the
President's Program and Budget to Congress.

INTERACTION WITH OASA (CW)

1. OASA(CW) involvement in program development is generally
concurrent with development by HQUSACE.

2. Conformance with policies, priorities, and objectives of
the President.

a. Priority benefits.
b. Cost sharing and financing in accordance with the
Water Resources Development Act of 1986 or proposed
legislation.
c. New starts.
3. General characteristics of program.
a. Historical trends.
b. Allocation of ceiling amount.
4. TNew initiatives (examples).
a. New research and development.
b. New studies.
c. New projects.

d. New floating plant.

e. New buildings.
e District offices.
® Regional Visitors Centers.
e ADP Facilities.

5. Legislative requirements.
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a. Specific when needed for programmed items.
b. New general legislation.
6. Manpower.

a. Hired labor.

®* Organization.

e Function.
b. Contracting.
C. OMB BRIEFINGS

1. ASA (CW) transmits letter, Program Memdrandum, and various
exhibits to OMB.

2. HQUSACE transmits justification material and other data
directly to OMB.

3. Opening day of Briefings.
a. Policy Statement by ASA(CW) or HQUSACE.

b. General trends and characteristics and program
highlights.

C. Overview of the program.
e Policy and program trends.
®* Major changes from prior year.

®* Impact and distribution of fiscal and manpower

ceilings.
4. Staff level functional reviews.
a. Several days.

b. Review individual programs receiving direct
appropriations and individual items of specific interest.

c. Determine methodologies used in development of each

program.
d. New initiatives.
e. Manpower.

D. OMB "PASSBACK"

1. Late November to early December timeframe.
2. Letter format, usually 15 to 20 pages.
3. Provides recommended amounts and assumptions
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POST-PASSBACK ADJUSTMENTS AND FINAL PROGRAM

1. Offsetting adjustments within categories generally
acceptable.
2. ASA(CW) and Chief of Engineers may negotiate with OMB on

guidance and amounts.

3. Final program amounts must be determined by mid-December
for preparation of President's Program and Budget.

4. Prepare the President's Program and Budget.

PRESIDENT'S PROGRAM AND BUDGET DOCUMENTS

1. The President's Program and Budget are presented to
Congress in "The Budget of the United States Government".

a. Program and Budget message of the President.
b. Overview of the President's Program proposals.
C. Summary information on various program elements.
2. "Budget Appendix" presents individual agency programs.
a. Proposed appropriation act language, funding and
spending schedules, and brief description of work in each

subprogram.

b. Supplemental appropriation and rescission proposals
for current year.

3. "Analytical Perspectives, Budget of the United States
Government" highlights certain topics and program areas.
4. "Historical Tables, Budget of the United States
Government."

5. A "United States Budget in Brief" book is sometimes
published.

6. There are occasionally other publications on special
subjects such as "The Budget System and Concepts."

PRESIDENT'S PROGRAM AND BUDGET SUBMISSTION

1. Scheduled for submission to Congress not later than the
first Monday in February.

2. Presidential Press Release.

3. Program documents may be purchased from the Government
Printing Office (GPO).

4. Limited distribution to agencies by OMB.
OASA (CW) AND CORPS "PRESS RELEASE"
1. Concurrent with President's Program and Budget Submission.
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2. A specific listing, by State, of all programmed studies
and projects, and also a listing of general activities.

3. Provided to each member of Congress and made available to
the public.
4. Prepared in HQUSACE by Programs Management Division and

released by the Public Affairs Office (CEPA-I).
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DEPARTMENT OF THE ARMY
OFFICE OF THE ASSISTANT SECRETARY
CIVIL WORKS
108 ARMY PENTAGON
WASHINGTON DC 20310-0108

SEP 10 2007

Honorable Jim Nussle

Director

Office of Management and Budget
Washington, D.C. 20503-0009

Dear Mr. Nussle:

This letter transmits the Army's budget recommendations for the Civil Works
program of the Army Corps of Engineers for Fiscal Year (FY) 2009 through FY 2013.
The Army’s recommendations concerning additional appropriations for the hurricane
and storm damage reduction system for the New Orleans, Louisiana area is being
transmitted today in a separate letter. i

The Army recommends a five year budget for the Civil Works program that
requires $5.6 billion in new budget authority for FY 2009 and rises to $6 billion by
FY 2013. Also identified is an achievable, but not recommended, program at the
funding levels of the OMB ceilings for FY 2009 through FY 2013. Funding increments,
both below the OMB ceiling level and up to the recommended program, are clearly
identified and justified based on outcomes and output. a

FY09 FY10 FY11 FY12  FY13
(8B) (8B)  ($B) (§B)  (3B)
Army Recommendations 5.63 5.71 5.83 5.94 6.04
Ceiling-Level Funding 4.79 4.78 4.89 4.93 4.93

On June 29, 2007, the Army transmitted to Congress a Five Year
Development Plan (FYDP) providing two alternative funding levelsfor FY 2008
through 2012. The FY 2009 through 2013 ceiling level of funding shown above is
consistent with the “base” level in the FYDP, and the Army’s reconimended funding
level for FY 2009 through 2013 is essentially consistent with the “enhanced” funding
level in the FYDP, although allocations among accounts vary fromlfthe FYDP.

The Army recommendation of $5.63 billion is by no means the maximum that
could be invested productively in the Civil Works program in FY 2009. Many more
investments are well justified, consistent with policy, and would contribute substantially
to the economic and environmental well-being of the Nation. If additional funding can
be made available for the Civil Works program in light of the President's overall
priorities, | advocate doing so in order to more fully realize potentidl benefits of the
program in FY 2009 and beyond. ?

Printed on @ Recycled Paper



RECAPITALIZING THE NATION’S INFRASTRI.!JCTURE

The Army recommends as the major theme of the FY 2009 + FY 2013 Civil
Works budget “Recapitalizing the Nation’s Infrastructure”. Within that concept, which
we recommend that the President adopt as one of his Budget priorities across multiple
agencies’ programs, the Army recommends two budget policy themes specific to the
Civil Works Program: “Maintaining the Integrity of Civil Works Infrastructure” and
“Planning for the Future”. Adopting these themes as primary drivers of the FY 2009
budget will significantly advance the Civil Works strategic goal of systainable
development and integrated management of water resources and sustainable
development. :

Evidence abounds of the need to recapitalize this country's infrastructure. In
2001, the American Society of Civil Engineers gave American's inflastructure an
overall "D" condition rating. They repeated this unsatisfactory rating in 2005.
Waterways and Dams fared no better in either year. The recent Minneapolis bridge
collapse, the Midwest and Southwest floods, Hurricane Katrina's overwhelming of
New Orleans’ storm defenses, and even the prospect for more severe future floods
and droughts associated with climate change are stark reminders that the U.S. must
pay greater attention both to maintaining the integrity of current infrastructure and to
planning new infrastructure investments. ;

Maintaining the Integrity of the Civil Works Infrastfucture
Flood Risk Management

The nation faces increasing flood hazards. Existing developiment is at risk, and
new development is occurring in flood prone areas, often behind aging flood control
infrastructure, including some levees that were designed to provid  agricultural rather
than urban protection. National flood damages, which averaged $3.9 billion annually
during the 1980s, have nearly doubled in the past decade (1995-2004), to an annual
average of $6.2 billion. The fact that these damages represent a decreasing share of
gross domestic product provides little comfort when personal suffeang, disruptions,
and taxpayer impacts are considered. Total Federal disaster assistance payouts for
both emergency response operations and subsequent long-term re:covery efforts
increased from an average annual outlay of $444 million during the: 1980s, to an
average annual outlay of $3.75 billion during the past decade. TheiArmy’s
recommendations for FY 2009 — 2013 include important measures to address these
flood risks (see below and Enclosure E). :



Navigation Infrastructure

Inland Waterways: As of 2007, 53 percent of Corps commercially active locks
and dams have exceeded their 50-year economic design life. Declining reliability
associated with aging locks has resulting economic costs. In recent years, deferral of
maintenance and delay in the rehabilitation and replacement of aging locks have
driven up unscheduled closure times. Unscheduled down time at dur locks increased
from an average of 12,000 hours per year, in 2001 through 2004, to 22,000 hours per
year in 2006. These lock closures are costly to shippers and carriers and can put
major industries, such as electric utilities, at risk. In November 2003, an unscheduled
52-day closure of the main chamber for emergency gate repairs at Greenup Locks &
Dam on the Ohio pushed average delays to over 38 hours per tow and cost shippers
and carriers of commercial goods over $53 million. Accordingly, the Army’s five-year
goal for the inland waterways is to reduce unscheduled closures ajd improve
performance to something approaching the performance that prevailed in 2000
through 2004. The FY 2009 recommendations for inland waterway| navigation are
based on enactment of the Administration’s legislative proposal foria new lockage user
fee on barges to increase revenues in the Inland Waterways Trust Fund (see below
and Enclosure F). |

i

Coastal Channels and Harbors: Harbor modernization is urgently needed to
assure this Nation’s place in world trade. Current funding levels constrain many
existing channels and harbors to operating inefficiently at less thanjtheir authorized
channel dimensions, even though existing commercial traffic requires greater
dimensions to operate efficiently. On average nationwide, for high volume ports, full
channel depths for the middle half of the channels were available only 38 percent of
the time in 2005 and 35 percent in 2006. The National Dredging Néeds Study projects
that by 2020 more than 34,000 vessel calls annually will be constrained in terms of
loaded depth unless harbor improvements underway and planned are completed on
schedule. Inadequate channels increase vessel operating costs, tILe cost of imports,
and the price of U.S. exports in world trade. For every foot of channel depth not
maintained, container ship costs increase by an average of 6%. Trlhe Army’s budget
recommendations include funding for increased maintenance and a number of design
and construction projects for coastal channels and harbors (see belJow and Enclosure
F). ' i

Committee on the Marine Transportation System (CMTS). Ih 2007, the inter-
agency Committee on the Marine Transportation System, Chaired by the Secretary of
Transportation, led a review of harbor maintenance, impacts of curfent maintenance
on commercial waterborne transportation, and the status of the Hatbor Maintenance
Trust Fund. The CMTS review noted that navigation channel and harbor maintenance
funding has not kept pace with dredging cost increases resulting from increased fuel
and material costs. Even the highest use navigation projects were found to be
severely under-maintained. The sub-Cabinet level CMTS Coordinating Committee
recommended to the CMTS principals that appropriations from the HMTF be increased

|
|



by $110 million in FY 2009, in support of the goal that, over the next five years,
dredging should be increased to ensure that on average half of the|authorized channel
width at the Corps high-use coastal navigation projects is available|95% of the time.
The CMTS considered options to make the receipts into the HMTF |available without
appropriations. Such options may be revisited in future years if appropriations from
the HMTF continue to be insufficient to provide adequate maintenance for the nation’s
waterborne commerce, which is the purpose of the harbor maintenance tax.

Hydropower

The Corps is the largest provider of hydropower in the country. For the past
eight years, the 75 hydropower facilities operated and maintained by the Corps have
been operating below industry standards and targets for peak unit availability by at
least 8 to 10 percentage points. From 1999 to 2006 the peak unit availability declined
from 98% to 86%. Forced outages over the same time period rose from the industry
standard of no more than 2 percent to a high of 4.6 percent. The Corps is facing a
major maintenance backlog and diminished equipment efficiency and reliability. Lost
revenue to the Federal Treasury and the additional cost of purchaslng replacement
power due to inefficient equipment and outages have averaged over $85 million
annually. Seven Major Rehabilitation Evaluation Reports have been approved since
2000 but none have been funded. The investment in these Rehabprojects is repaid
with interest to the treasury. Efficient and reliable operation of Corﬂ)s hydropower
facilities increases the nation’s reliance on renewable domestic engrgy sources and
decreases the nation's greenhouse gas (GHG) intensity, in support of the President's
goal of an 18 percent reduction in GHG intensity by 2012. The Army recommends
undertaking a 10-year program to bring the Corps hydropower facilities up to industry
standards (see below and Enclosure G). :

Planning for the Future

In March 2007, the National Academy of Public Administrati&n (NAPA)
recommended integrated, systems planning within watersheds as the foundation for
the future Corps planning and setting of budget priorities. This planhing, they stated,
should be based largely on state water plans. In its March 2007 report, NAPA
ernbraced the belief that when individual States have sound water Flans, they will be
able to work more effectively together to avoid or resolve interstatelissues and create
the non-federal institutions essential to successful watershed and rlver basin
approaches. f

The NAPA recommendation is consistent with the Civil Works strategic
objective to “support the formulation of regional and watershed solytions to water
resources problems”. The Corps is working to develop and nurture strategic alliances
and robust partnerships with local citizens, Federal/State agencies|and non-
governmental organizations to provide a more complete watershed planning and
review process involving partners at many levels.



The Army concurs in these recommendations by NAPA to dchieve an
integrated, systems based program. In pursuit of this goal, the Corps will work
collaboratively with states, local governments and other stakeholders to anticipate
national and regional water resources needs and conflicts, and to gstablish strategies
for addressing them in ways that improve opportunities for economic and
environmental well-being. The Army recommends increased funding for several
programs that provide planning and other assistance to states in thplr integrated water
planning, as well as a new multi-agency planning initiative. |

National Water Assessment

The Army urges the Administration to bring Federal water resources agencies
together to conduct a new National Water Assessment. The last such assessment
was conducted in 1975. In the more than thirty years since the Iasﬂ assessment,
populations in the arid and semi-arid regions of the country have gr‘pwn and caused
more demands for the limited available water. These pressures affect not only water
supply, but also hydropower, recreation, and instream use to meet environmental
resource needs. There is increasing evidence that the world is getiilng warmer, and
warmer temperatures will affect the Nation’s water resources. ;

A cooperative state/regionaI/FederaI National Water Assessment would assess
current and future water availability and demands on a national scale. Such an -
assessment would be integrated with state water plans and would provide key data for
individual State and watershed plans and enable earlier identification of pending
conflicts. The Army and the Department of the Interior have initiated discussions in
this regard. We support the DOI Water Security Initiative for FY 2009, and
recommend that we continue to work with them to include a joint mitlat:ve in the
President’s FY 2009 Budget, such as a joint watershed study ina qasm where we both
have major federal involvement. Such an initiative could assign to appropriate
agencies the responsibilities for improving the science behind watef resources
management, strengthen various existing programs that encourage states and inter-
state entities to develop viable broad-based plans for the future mahagement,
development and protection of their water resources. The goal shauld be to draw
together state-wide planning and Federal data and expertise to identify goals and
priorities for development and protection of water resources and théir ecological
systems, including planning to guide the issuance of permits.

The Army’'s recommendations for FY 2009 - 2014 include st*engthening ofa
number of programs, including watershed studies, that either could|be part of a new
inter-agency national water assessment or could stand alone as wqrthy Corps
endeavors in collaborative planning that independently contribute tq> better national
water resources planning. ;



Watershed Planning

In FY 2006, Congress provided $ 4.5 million in the Corps General Expenses
account for pilot studies to explore and demonstrate what could be|accomplished
under collaborative planning, where states, Federal agencies, and pther stakeholders
all finance their own participation in watershed planning and bring their own expertise
to the table. This model contrasts with the typical Corps feasibility study where a non-
Federal public entity contributes 50% of the cost of a study expectéd to resultin a
recommendation for a specific project. It also contrasts with the Iin'rged authority the
Corps now has for broader Section 729 studies that stili envision a ICorps-led study

that also requires 50% non-Federal cost sharing.

The distinctive feature of a watershed study under the Army lvision is that
services, data and expertise are shared. Each participating entity ghould bring
resources and expertise to the study, which is intended to result in the identification of
a combination of recommended actions (a Watershed Managemen:t Plan) that is to be
undertaken by various partners and stakeholders in order to achieve local, tribal,
regional, and national water resources management goals. |

With the funds provided by Congress for FY 2006, the Corps established
watershed study criteria and invited study proposals from Corps districts. The criteria
included contributing to the goals of state/regional/tribal organizations, aligning with
and building on relationships with state, tribal, local governments; focus on integrated
problem solving that goes beyond water resources; multiple partners and integration
with or support of the regulatory function. Five studies were approved under these
criteria and are underway at this time. Recent interim progress repprts on the studies
showed a variety of creative approaches involving a multitude of ndn-federal entities.
Recurrent themes through the five studies are the value of the studies in engaging a
wide array of local and regional stakeholders in a collaborative prolﬁlem-solving
process and the importance of comprehensive and accessible datai

One example of these pilot watershed studies is the Western States Watershed
Study, being conducted in partnership with the Western States Watfer Council, which
represents 17 states. This study is bringing the Corps’ regional water resources
planning capability to bear to help implement some of the recommendations contained
in the Water Needs and Strategies for a Sustainable Future report released by the
Western Governor's Association in June 2006. The Corps, working in close
collaboration with others, is focusing on the following specific topics that are important
to the sustainable future of the western states: basic water data collection: drought,
climate change and natural hazards; watershed tools and collaborative planning;
policy and programs; Federal infrastructure needs; and available Federal resources
and collaboration initiatives. The Western States Watershed Study is scheduled to be
completed in May 2008. Z




The Army, the Corps and the other Federal and non-federal participants are optimistic
about the potential of the approach used in the five pilot watershed|studies and
strongly support actions to broaden, leverage and strengthen this collaborative mode
of planning. At the present time, the Civil Works program lacks authority to conduct
additional watershed studies modeled after the pilot studies.

|
CIVIL WORKS STRATEGIC PLANNING
The FY 2009 budget is the final budget to be based upon the FY 2005-2009

Civil Works Strategic Plan. The Civil Works Strategic Plan guides the direction for the
Civil Works program by integrating five primary Strategic Plan goals supported by
specific strategic objectives identifying key focus areas for each goal. The Army'‘s
budget recommendations are based on the goals of the Civil Works Strategic Plan.
These five goals are: :

1. Provide sustainable development and integrated management of the
Nation’s water resources. i

2. Repair past environmental degradation and prevent further environmental
losses.

3. Ensure that projects perform to meet authorized purposels and evolving
conditions. |

4. Reduce vulnerabilities and losses to the Nation and Arm*,from natural and
manmade disasters, including terrorism. :

5. Be a world-class public engineering organization.

Actions for Change i

A significant accomplishment in ensuring that the Corps is aiworld class public
engineering organization was the establishment by the Chief of Engineers of the
“Actions for Change”. The Corps embarked on an ambitious program for quickly
incorporating the lessons learned from Hurricanes Katrina and Rita into “Actions for
Change”, a major change initiative to transform planning, design, cbnstruction, and
operation and maintenance principles and decision-making processes. Key elements
of the program are changes that will enhance the way the Corps uses risk to guide
decision making and ensures that all stakeholders understand the risks associated
with projects. Increased focus on life safety and a systems approach are also key
elements of the program. All of the Actions are interrelated and ar being integrated
into program execution, as well as integrated into overarching Corgs strategic
planning. The Actions for Change are discussed in more detail with links to the Civil
Works Strategic Plan in Enclosure A. :



Accomplishments Under the FY 2005 — 2009 Strategic Plan

The Army is proud of the Corps accomplishments in FY 2007 and plans under
the President’s Budget for FY 2008 that advance the five Strategic Plan goals.
Enclosure B provides further information on FY 2007 and FY 2008 accomplishments.

FY 2010-2014 Strategic Plan

The new Civil Works strategic plan for FY 2010 through FY 2014, currently
under development, will maintain the existing five primary Civil Works Strategic Plan
goals, build upon the success of the current strategic objectives, and increase the
focus on the performance measurement and performance outcomes. The current
schedule is to complete the final draft of the FY 2010 - FY 2014 strateglc plan mid-

FY 2008 and submit it to OMB for review and clearance well before developing the
budget for FY 2010. This schedule is intended to both provide OMB ample opportunity
to comment on the new strategic plan and provide the Corps with time to complete
stakeholder coordination and formulate the FY 2010 budget based | |on the new
strategic plan.

BUDGETING FOR PERFORMANCE

The Army’s Civil Works budget recommendations reflect ajmeasured, careful
approach to addressing the recapitalization of infrastructure and integrated systems
approach to watersheds and basin planning that guides the nation’s water resource
investments and other management options related to floods, storms, navigation,
hydropower and other purposes. The recommendations build in thfee increments from
the ceiling level of $ 4.79 billion to the recommended level of $5.6 billion. Performance
information is provided for the ceiling level and for each increment yp to and including
the recommended level. The results expected from each funding i in crement are
detailed in Table 2.

|
The Army’'s budget recommendations reflect the following priorities:

e Expansion of ongoing initiatives related to dam and levee sqfety and risk
management

¢ Increased use of Harbor Maintenance Trust Fund resources for justified harbor
maintenance, consistent with the recommendation of the Cgmmittee on the
Marine Transportation System

¢ Embarking on a ten-year program to restore reliability and eh‘lmency at Corps
hydroelectric power facilities to industry standards :

o Demonstrating a commitment to collaborative watershed pljnnlng and
management, including steps toward a new multi-agency national water
assessment. !




The Army Civil Works program has eight business programs and nine
appropriations accounts. The Army follows a performance-based udget development
procedure that is outlined in enclosure C, including proposed FY 2009 guidelines for
construction and pre-construction engineering and design found atlenclosure D. We
would like to work with OMB to revise the construction guidelines té make them more
simple and straightforward, to ensure that ongoing and new projects compete on a
level playing field, to capitalize on the Corps expertise in complex hydrology, and to
ensure that projects that can be completed in FY 2009 are budgeted for completion in
order to bring their benefits online and remove the projects from the backlog of
uncompleted work.

Highlights follow of the Army’s recommendations for investigations,
construction, operations and maintenance, and for each business grogram, as well as
for Corps executive direction and management and Army policy direction and
- oversight. Enclosures E through O provide more detailed discussiops of the business
programs. The programs of the Mississippi River and Tributaries account are
distributed among the investigations, construction and operation and maintenance
programs, as appropriate. ;

|
Investigations Program }

The Army recommends $141 million for FY 2009 funding forjthe Investigations
account. The program is based on an evaluation across business ILnes for the highest
performing studies and pre-construction engineering and design (PED) activities.
Studies were selected for budgeting based on their potential contri utions, including
people protected, tonnage moved, significance and quantities of the acreage restored,
and the overall application of the watershed planning concepts that would be applied
in carrying out the studies and producing the outputs. PEDs were évaluated for
budgeting along the same lines as construction projects. ‘

As discussed above, the Army would like to continue discussions leading to a
new National Water Assessment or other multi-agency water resources planning
initiative, although at this time no specific funding is identified for these purposes in the
Army’'s FY 2009 recommendations. The Army also would support iﬁitiation of new
watershed studies, along with authorizing language. f

Planning Assistance to States. As an integral element of th% transition to the
integrated systems budget for improved priorities recommended by|NAPA, the Army’s
budget proposal includes funding the Planning Assistance to States Program at the full
authorized program amount of $10 million. In executing this program, we intend to
give priority to requests that support development and implementation of State water
resources plans. This program is a major contributor to responsible water resource
planning by the States. :

|
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Flood Plain Management Services. As an integral element of the transition to
a more robust flood risk management process, the Army recommends funding the
Fiood Plain Management Services Program at $12 million, a more robust level than
~ has previously been requested. In executing this program, prlorlty Wl|| be given to
requests for assistance that reflect urgent need.

Construction Program i

The Army recommends $1.697 billion for construction acrosg business
programs. A total of 83 construction projects would be funded in tHe construction
account, including two very small new start projects (one of which ig critical deficiency
correction) and 81 ongoing projects. The Army recommendation would also enable
completion of 15 projects. However, even at the recommended Ievél, the Construction
program is severely constrained. Few projects other than dam safely, seepage, and
static instability corrections were funded at efficient levels that would lead to timely
completion. Critical maintenance requirements precluded the allocation of additional
resources to Construction at the recommended funding level. :

Enclosure D presents the Army’s proposal for guidelines on the allocation of
construction funding.

Operation and Maintenance

The Army recommends $2.923 billion for operation, maintenance, repair, and
rehabilitation for the navigation, flood control, hydropower, environmgntal stewardship
and restoration, and recreation programs and for components of theiwater supply and
emergency management programs. This recommendation provides|for an 18 percent
increase in regular operation and maintenance over the level in the FY 2008 Budget,
including increased appropriations from the Harbor Maintenance Trust Fund (see
Navigation below). Base levels for the operation and maintenance program were
established for all business lines based on 75% of the last five years! President's
budget amounts, and increments above the base were developed fof the first time by
comparing individual packages to reductions in risk and increases mlrehablllty

The Army recommendation builds upon the progress made in *the FY 2008
budget, which included a 9 percent increase in maintenance spendmg over the FY
2007 budget. These increases are called for by the need to increase maintenance of

1

aging infrastructure to maintain its stability and functionality. g
!

The development of the FY 2009 budget represents another step toward
regional system budgeting. Regional system and/or watershed budget development
will help to ensure that inter-related projects are maintained on a coniistent basis. It
also offers an opportunity to better account for unique regional charagteristics. One
example of budgeting for an O&M system is the Missouri River Systeh1 which is
managed as such and addresses multiple water resources missions ¢f flood risk
reduction, navigation, recreation, and mitigation to address a Blologlcal Opinion. The
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system involves mulitiple up-river reservoirs impounding water that provides flood
damage reduction, recreation, and lirited water supply, while managing releases of
water downstream to provide for navigation and to facilitate biologidal mitigation.

Flood Risk Management '

The Army recommends $1.607 billion for the Flood Risk Management
program. At the recommended funding level, the Corps would complete 12
feasibilities and PEDs addressing risk conditions with a population at risk of over 8
million. Seven Construction projects are scheduled for “last year” fnding, which
would realize approximately $109 million in average annual benefits and significantly
reduce flood risk to a population of approximately 1.3 million. :

The purpose of the Flood Risk Management |nitiative is to inFIegrate and
synchronize the ongoing, diverse flood risk management projects, programs and
authorities of the Corps and the counterpart projects, programs and authorities of
FEMA, including the FEMA’s Map/Mod program, other Federal agencies, state
organizations, and regional and local agencies. Among other things, this initiative
implements PART recommendations I

The primary metrics for project development are the population at risk in the
flood plain and the average annual benefits of the project or proposeéd project. For
construction, the risk index and benefit-to-cost ratio are considered.; For operation and
maintenance, one performance metric that accounts for actual ﬂood'§ is the historic
flood damages prevented.

The ceiling level includes $1.3 billion for this program. At the|ceiling level,
similar investigations and construction results would be achieved. The increase from
the ceiling to the recommended level is primarily in Operations and Maintenance, with
the ernphasis on addressing critical maintenance, major rehabilitation, and major
maintenance projects. Above-ceiling operations activities meeting the Corps definition
of “critical” are foregone. 5

Dam and Levee Safety and Risk Management. Beginning in 2005, the Army
embarked on a multi-year process of integrating risk informed management concepts
into all aspects of infrastructure management. Elements of the initiative include
stepped up efforts to ensure dam safety and control seepage, continued aggressive
assessment and remediation of levee deficiencies, improved coordination with other
agencies, restructured decision processes, and a study assessing flgodplain
management at Corps projects. :

|
The Corps is aggressively pursuing risk reduction measures for a variety of dam
safety, seepage, and static instability problems, and is starting a robuyst levee safety
program that mirrors the dam safety program. In the dam safety, se¢page and static
instability correction program, three years of screening-level risk assessments have
been performed, with 202 dams (or 33% of the inventory) having beén screened.
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During fiscal year 2008, another 202 dams will be screened, and the remaining 206
dams will be screened during FY 2009. Five cadres of experts have been trained in
uniform assessment methods, and assessments have been accomplished to identify
the highest risks to loss-of-life and economic productivity. All the streened projects
have been grouped into five Dam Safety Action Classifications (DSAC) based on
combination of risk and reliability. i

The scope of dam safety, seepage, and static instability problems at Corps
dams is greater than heretofore was understood. Forty nine projects have been
identified in the top two Action Classsifications and are being expedited. The Army's
FY 2009 recommendations include a substantial increase in funding for this program.
The projects in the top two classifications have an unacceptable combination of risk
and reliability and are being expedited through the study process and, where
remediation is appropriate, into design and construction. Out of the 202 dams
screened to date, 11 dams have been rated DSAC | (Urgent and Compelllng (Unsafe))
and 38 dams have been rated DSAC Il (Urgent (Potentially Unsafe)). In the interim,
substantial risk reduction measures, such as reservoir restrictions, lhcreased
surveillance, and additional public awareness, are being implemented at the 11 DSAC
| projects and 28 of DSAC Il projects. Interim measures can be implemented at the
remaining 10 DSAC |l projects with full funding at the recommended level. In addition,
the planned studies of the 10 DSAC Il dams identified in FY 2007 may have to be
postponed if the dam safety program is funded at less than the recqmmended level.

|
The levee safety initiative is based on the concepts that leveés will be (1) safe
and reliable, (2) managed in a partnership of shared responsibilities, and
(3) assessed in a comprehensive and continuing program, and their risks will be
effectively communicated to all stakeholders, decision-makers, and communities.
Through collaboration and a systematic approach, in FY 2006 the Corps began a
levee inventory and assessment program, using the lessons learnec}l and ongoing
research in risk assessment from the Corps dam safety program. The levee safety
initiative recognizes that levees and dams pose very different challecges not only in
the size of the portfolios, but also in the social, political, and ownership responsibilities.
l
The Corps is working to develop methodologies in assessment of dams and
levees that will enable comparative evaluation, between the two major infrastructure
portfolios of dams and levees, on a common basis of risk and reliability. In addition a
new policy on levee certification has been developed and implemented that is
comprehensive, systems based, and integrated with risk assessmerits.

Navigation

The goal of the navigation program is to provide safe and reliable service where
justified. The Army recommends $2.2 billion for navigation for FY 2009. Of the total,
$1.1 billion is for coastal channels and harbors, of which $860 million is reimbursable
from the Harbor Maintenance Trust Fund. The navigation total also includes $1 billion
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for inland waterway projects, of which $162 million would be derived from the Inland
Waterways Trust Fund; and $98 million in navigation-related remaining items.

Coastal Channels and Harbors. To address urgent coastal navigation
requirements and set a path for the future, the FY 2009 recommendations focus on
providing funding for the projects that move the high volumes of commercial cargo.
While the Corps seeks to maintain an effective and efficient Marine Transportation
System within the 1100 authorized and constructed navigation projects, coastal
navigation channel maintenance emphasizes the highest performin navigation
projects with a goal of providing authorized depths for half channel width over the
project length 95% of the year by FY 2013. Recent performance was 38% of the time
in 2005 and 35% of the time in 2006. The FY 2009 budget provides the first year's
increment of this channel improvement effort. i

The recommended funding of $860 million from the Harbor Maintenance Trust
Fund is will enable significant progress toward the goal of the Armyjand the CMTS
that, over the next five years, dredging should be increased to ensure that on average
half of the authorized channel width at the Corps high-use coastal avigation projects
is available 95% of the time. At this funding level, performance als; would be
improved at selected additional high performing projects. i

Status of the Harbor Maintenance Trust Fund. The balance n the Harbor
Maintenance Trust Fund is over $3.5 billion and annual revenues ate on the order of
$1.2 billion per year, providing ample resources for justified harbor maintenance. The
Harbor Maintenance Trust Fund is financed by harbor users, who pay the harbor
maintenance tax in the expectation that the funds in fact will be used for harbor
maintenance. Accordingly, the Army'’s position is that the proceeds should be used for
any and all justified harbor maintenance work. In addition, dredged material
placement facilities at operating projects, dredging of contaminated imaterials adjacent
to Federal channels, and mitigation of the effects of navigation projects on adjacent
shores are all authorized to be funded from the Harbor Maintenanc 2 Trust Fund, and
should be carried out where justified. This position is reflected in th Army'’s budget
recommendation of $860 million be derived from the Harbor Mainteﬁance Trust Fund
for FY 2009. i

Inland Waterways. To address urgent inland navigation requiirements and set a
path for the future, the FY 2009 recommendations focus on providing funding for the
projects that move high volumes of cargo. The Corps seeks to provide effective and
efficient maintenance within the 27 authorized and constructed river systems, and
system reliability for navigation locks and channels is a priority. The|performance
measure for lock reliability is unscheduled closures. The measure was redefined to
focus on mechanical breakdowns with FY 2001 - 2004 averaging 12,000 hours of
closures, 27,000 hours in 2005 and 22;000 hours in 2006. The goal is to reduce the
unscheduled closure hours to 12,000 hours by 2013. A Corps wide|maintenance
. prioritization effort was used in for the FY 2009 budget development{ process that will
focus funding on the greatest risk areas. The Army also proposes funding to analyze
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safety at its locks and dams in order to reduce accidents, damage to facilities, and
unscheduled lock closures. ;

The FY 2009 recommendations include $311 million for continued construction
of inland waterway projects and $56 for ongoing major rehabilitatiop projects. The
recommendations for inland navigation construction are based on énactment of the
Administration’s legislative proposal to replace the existing inland waterway fuel tax
with a new lockage user fee on barges, to increase revenues to the IWTF and to focus
on funding national priority construction projects; rehabilitation of e isting locks and
dams, including corrections for dam safety, seepage, and static instability; and other
ongoing projects with high volumes of cargo. :

Status of the Inland Waterways Trust Fund (IWTF). Half of the cost of inland
waterways construction and rehabilitation is derived from the IWTF; For ongoing
construction and rehabilitation of inland waterway projects, the Arnmy’s
recommendations are constrained by the amount anticipated to be @available in the
Inland Waterways Trust Fund. FY 2009 funding from the Inland W terways Trust
Fund assumes legislative relief to allow construction and major rehfabilitation projects
currently underway to continue in a constrained manner. Funding levels in FY 2009
and the future likely will be constrained for the projects that qualify for funding. The
Army'’s budget will maintain a positive balance in the trust fund throughout FY 2009.
Management processes have been developed to assure obligations are made after
sufficient amounts are deposited into the treasury account. |

Securing the Future of Low Commercial Use Navigation ProJects. In today’s
constrained funding environments, the Federal budget has not been able to provide for
the regular maintenance of low commercial use and recreational hgrbors and
waterway segments. Close attention is needed to changing agricul'pural patterns in
response to the President’s increased emphasis on renewable energy sources, due to
the effect these changes have on commercial cargo at small harbots. Many small
harbors and waterway segments are critical to local economies and to recreational
navigation. The Corps can play an important role in identifying options and
encouraging non-federal public and private entities to contribute to,iand perhaps take
over responsibility for, the maintenance of these projects. At the recommended level
of funding, the Army includes $1.5 million to begin a two-year study to identify options
and engage stakeholders on the future of these navigation projects.

Hydropower

The Army's recommended program for hydropower is $415 million for FY 2009.
At the recommended level, a national infrastructure modernization/ ptimization
initiative will be launched in 2009 to contribute to the President’s goal of increased
reliance on renewable, domestic sources of energy. The recommended funding will
enable the Corps to make significant progress toward the performance goals in the
hydropower PART. The initiative will restore efficiency and reliabilitb/ to the Corps
hydropower program. This initiative will establish a long-term programmatic approach

i
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to hydropower major rehabilitation and modernization and will optiniize hydropower
use of water resources in combination with other authorized purposes at Corps
projects. The objectives are to streamline the major rehabilitation study process,
improve contracting performance, shorten the time to complete projects, optimize
hydropower use of water resources, and realize significant cost saxiings in fully funded
costs. This program will continue into the future with the implementation of a strategic
asset management plan. The asset management plan will use the condition
assessment tool HydroAMP across the program to assess the condition of all 350
power generating assets and peripheral equipment. The ongoing initiative to actively
benchmark operating costs at all 75 hydropower facilities with industry performance
will continue in FY 2009 and will be a key indicator of cost performapnce and
sustainability with similar hydropower plants. :
|
The criteria used to determine the priorities for funding at the recommended
level include restoring de-rated capacity, public/worker safety, imprbving asset
condition/life cycle, and providing power marketing administration and customer
support. The criteria were developed to impact key performance mieasures of system
and regional forced outage rates and peak unit availability. At the recommended level,
performance improvements in forced outages would be as much asg 1.2 percent and
peak availability would improve as much as 2.5 to 3.0 percent. Additionally, system
reliability would be significantly improved due to replacing aged equipment and
efficiency gains. The recommended level of funding would reverse|declining
performance trends, accelerate completion of a major rehabilitation! project,
significantly reduce maintenance backlogs, restore a level of system reliability, and
improve overall hydropower asset condition.

At the ceiling funding level of $331 million, a substantial portion of which is the
allocation of joint project operating costs, only routine operations arid maintenance
would be accomplished to avoid plant closures. At the ceiling levellof funding, the
maintenance backlog would not be reduced and there would be nojimprovement in
performance, no reduction in forced outage rates, and no improvenient in peak unit
availability. |

Aquatic Ecosystem Restoration
|

Army recommends $382 million for the Aquatic Ecosystem Restoration
program. Priority was given to items in the previous budget, completions and efforts
with national priority and significant restoration outputs. The recommended program
provides capability level funding or $250 million for authorized Everglades Restoration
work, which would substantially advance CERP planning and design, Modified Water
Deliveries and all on-going construction projects. It also includes optimal funding of
$19 million for the Coastal Louisiana study and the Science and Technology program
and $25 million for Upper Mississippi River Restoration program. The recommended
level of funding would fund 6 project completions, including two Upper Mississippi
River Restoration projects, the Davis Pond, Louisiana project, and the Seminole Big
Cypress project in the Everglades. These projects would restore approximately
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305,000 acres, 95% of which are considered nationally significant. |Nine new
- reconnaissance studies and 3 new PEDs would be funded that would provide high
priority outputs and are expected to result in budgetable projects.

The Ceiling program of $274 million provides $39 million for studies and PED
activities. The ceiling level still includes optimal funding of $19 million for Louisiana
Coastal. Funds would complete twenty-three studies and one PED. Increased
emphasis has been placed on comprehensive watershed studies including two new
starts within the ceiling. The construction request of $223 million (including remairiing
items) would provide for constrained funding of $161 million for Everglades and $15
million for Upper Mississippi River Restoration. The environmental continuing
authorities programs would be funded at an austere $17 million. Optimal funding
would be provided to continue construction work on the Chicago Sanitary and Ship
Canal Barriers, as well as initiate a feasibility study to more comprehensively evaluate
the threat of invasive species on the Great Lakes. Because of the importance the
Army places on the contributions the Corps planning process can tqnng to the nation,
the ceiling level of funding continues to include some new reconnalpsance studies and
PEDs. Funding for cost-shared operation and maintenance of two Everglades projects
is included in the amount of $800,000.

Regulatory Program .

The Army recommends $242 million for FY 2009. Over 90% of the annual
Regulatory budget is utilized by the 38 Corps districts for salaries, tiaining, travel and
other program requirements such as IM/IT and Office of Counsel suipport. With this
funding, the Regulatory Program would attain “Level 2" performance, which would
include an increase in all eight performance metrics (reduced processing times for
individual and general permits and increased permit compliance). The FY 2008
President's budget of $180 million includes $20 million, which was intended to provide
money for additional FTEs to improve program performance metrics; but will instead
be utilized for additional FTEs to deal with the Carabell/Rapanos Supreme Court
decision additional documentation requirements.

The program has already instituted a number of actions to mhprove program
efficiency such as issuance of more than 250 state programmatic apd regional general
permits to streamline coordination with states or other Federal agencies (such as
Tennessee Valley Authority and the National Park Service) and installation of a new
national database, including a GIS component, to track program performance in terms
of processing times, site visits, aquatic resources acres impacted and mitigated and
mitigation compliance. In addition, we are looking strategically at Ways to evaluate
permit applications in a watershed context to determine appropnatq mitigation sites
and identify cumulative impacts, including in the database activities{such as Civil
Works projects, Environmental Protection Agency (EPA)/state pernitted non-point
source discharges, Natural Resources Conservation Service (NRC8S) wetland
restoration projects, and Corps ecosystem restoration projects. This requires an

increase in the funding of watershed plans and Special Area Management Plans
i
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(SAMP) and working with other agencies such as state agencies, EPA, Fish and
Wildlife Service and NRCS to share data and increase the coordination between the
agencies to address issues such as poor water quality aquatic resaurces (e.g., 303(d)
list streams) and endangered species recovery plans at the natlonal and district levels.

The Ceiling level program is $207 million for this program wdl provide additional
FTEs to deal with Carabell/Rapanos documentation requirements and FTEs to reduce
permit processing times and increase program compliance. Atthe pellmg level, the
Regulatory Program would maintain a lower level of performance in all eight metrics
and be unable to fund any new initiatives such as watershed plans ﬁ?d SAMPs. No
new strategic initiatives can be started which would help the program strategically
address national issues such as cumulative impacts and better mltlgatlon site
selectlon

Recreation

recommended level, $269 million will be provide heath and safety services. This
amount will reduce the level of “acceptable” service to 49 percent of visitors. (An
estimated $290 million is needed to meet the standard 75 percent acceptable service.)
The Recreation program is formulated to cost-effectively provide “agceptable” health
and safety service to 75 percent of visitors. This is the same standard that was used
to prepare the Army's FY 2006, FY 2007 and FY 2008 recommendations. The REC-
BEST program for measuring performance and allocating funds has been refined to
improve performance measurement and advance standardization of service levels
across the Nation.

The Army recommends $296 million for the Recreation progj:m. At this

Capability at this level includes hiring 250 additional temporary park rangers
during peak season to increase public contacts, provide increased water safety
programs and increased patrols in beach areas and Corps operated parks; and funds
National Recreation Reservation Service (NRRS) Contract Services for Corps
participation in the consolidated federal reservation service Recreatjon.gov. The
additional $27 million is for safety initiatives, remaining items work dnd joint cost
activities.

The Ceiling level program includes $275 million for this program. At the ceiling
level, “acceptable” service is achieved to only 47 percent of visitors,jand increased
water safety initiatives and participation in Recreation.gov would be fforegone.

As called for in the PART, legisiation to obtain additional feesi is supported.
Should legislation be enacted, the additional resources could be uséd for
modernization activities. The authorities of the recreation program were inadvertently
modified by enactment of the Federal Lands Recreation Enhancement Act. Below,
under the heading of legislative proposals, is a discussion of the impact of this law on
the Corps recreation program and the Army’s recommendations to address the
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impacts of that Act and to adopt a new approach to the Administratjon’s repeated, but
unsuccessful, efforts to establish new recreation user fees for the Gorps.
i

Environmental Stewardship

The Army recommends $98 million for the Environmental Stewardship
Program. At the recommended funding level, the priority program outputs include
meeting the minimum requirements of legislative and environmental mandates, and
the maintenance of natural resources toward the outcome of healthy and sustainable
conditions. In direct support of these outputs, completion of basic natural resources
inventories and master plans are also necessary for effective and é}ﬁcient resource
management. Each of these program outputs is essential in achieving the strategic
goal to ensure that projects perform to meet authorized purposes and evolving
conditions. In accordance with these priorities, the recommended funding will provide
100 percent of costs to meet minimum mitigation compliance requirements, will allow
100 percent of applicable projects to meet minimum endangered species protection
requirements, and will allow 83 percent of applicable projects to carty out the minimum
cultural resources management mandates. With the Army’s recom nended funding, '
maintenance of natural resources would be continued such that 27 percent of resource
acreage would be classified as healthy and sustainable, thus maintaining the results
from the prior year. Natural resources inventories will be completed on an additional 4
percent of acreage and an additional 0.5 percent of master plans will be completed.
Management of resources would be improved through additional natural resources
inventorying and master planning, as called for in the PART, and national program
management and support activities. j

The Ceiling level program includes $95 million for this prograrin. At the ceiling
level, outputs as described for the recommended level would be achjieved, but would
forego 16 percent of projects meeting cultural resources management mandates.

Formerly Utilized Sites Remedial Action Program (FUSRAP) x

The Army recommended FUSRAP funding level for FY 2009)is $143 million.
This funding amount will allow the program to continue clean-up activities at those
sites already conducting remediation actions and studies. These funds would be used
to complete two remedial investigations and one Record of Decision] There will be
remedies in place at two operable units at two sites. Approximately 165,000 cubic
yards of contaminated material will be excavated and disposed. Five properties will be

returned to beneficial use.

Work plans in FY 2008 and out-years will be developed by balancing the
following priorities: health & safety issues (evaluation and managerment of site risk),
legal requirements, political issues, and program goal of closing out sites. Three
initiatives have been developed to increase efficiency: coordination with other
agencies on disposal contracts, risk-informed waste management, ahd stakeholder
buy-in on program goals. All performance is based on accelerated q,lean-up using the
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current favorable disposal contracts. These contracts will expire inlFY 2009 and
disposal costs are expected to increase significantly.

Currently, the Corps is on track to meet or exceed four of five scheduled
program measure targets in FY 2007. In FY 2008, clean-up work will be completed at
one operable unit at the Colonie Interim Storage site. Significant soll volumes
(approximately 50% more than the estimated volume) have been discovered at the
Painesville site. Therefore, funds will be used to excavate the newly discovered soil
volumes at this site. Also, Records of Decision are scheduled to betocompleted for
operable units at the Harshaw and Linde sites. Approximately 150,000 cubic yards of
contaminated material will be excavated and disposed. ;

The Ceiling level program includes $130 million for this prognfam. At the ceiling
level, only 120,000 cubic yards of contaminated material would be ¢xcavated and
3 properties returned to beneficial use, but only four of eight scheduled OMB PART
performance measure targets would be achieved. 3

Water Supply ’

The Army recommends $6.4 million for the water supply program in the
Operations and Maintenance budget. At this recommended funding level, sufficient
funds would be available to meet the legal responsibilities for the operation and
maintenance of the project facilities needed for water supply, the development and
renegotiations of water supply agreements and the billing and colle¢tion of payments
from our existing water supply agreements. The funding would alsa permit the
completion of the National Water Supply Portfolio Assessment initiated in FY 2008
(a highlight of the program), the continuation of two high priority national studies, as
well as fund the water supply portion of the joint costs and the ESA BiOPs. With this
funding our project performance is expected to increase by placing additional storage
under contract and returning additional revenues to the U.S. Treasury. The National
Assessment is a program highlight as this portfolio of projects will identify high
probable reallocation opportunities that return revenues to the U.S. reasury while
ensuring Corps reservoirs perform to meet the existing and evolving water resource
needs of the Nation. '

The Ceiling level program includes $6.1 million in the OperatiEns and
Maintenance Budget for this program. At the ceiling level, all of the pbjectives of the
recommended level would be achieved except the proportional share of the water
supply joint cost would be reduced by $0.3 million. :

Emergency Management
The Army recommends $57 million for the Emergency Management program.
At the recommended funding level, the Flood Control and Coastal E ergencies

(FCCE) preparedness program under PL 84-99 and the National R$ponse Plan
would meet baseline preparedness requirements. The dollars requested will ensure
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that Corps responders are prepared and equipped to deal with disgster situations and
are not inadvertently put in harms way during disaster events. The{recommended
funding level represents baseline readiness or preparedness only gnd does not
include funds response and recovery costs; activities such as emergency operations
during flood and hurricane seasons; repairs to flood damage reduction and hurricane
shore protection projects damaged by floods or storms; drought assistance; advance
measures activities; or response to earthquakes. At the recommended level, the levee
assessments and development of the inventory tool would be continued. The National
Emergency Preparedness Program (NEPP) will provide for enhanced catastrophic
disaster planning and exercises for disasters of national consequence and minimal
continuity of operations planning. .

The Corps Emergency Management program attains and malntams a high,
consistent state of preparedness; provides a rapid, effective, eff|0|emt all hazards
response; and promotes effective and efficient long-term recovery. | | Disaster
preparedness and response capabilities are not limited to water-releted disasters; it
also encompasses a broad range of natural disasters and national emergencies which
draw on the engineering skills and management capabilities of the Qrganlzatlon
Readiness to respond to disasters and emergency incidents is critical to national
security. This preparedness addresses rapid and effective responsé to all hazards
both natural and manmade, to protect lives and property, reduce damages from floods
and coastal storms, and provide reliable and safe drinking water dur1|ng droughts and
when supplies are contaminated and facilitate rapid economic recov1ery after disasters.

The ceiling level program is also $57 million for the Emergenq:y Management
program.

Executive Direction and Management

The Army recommends $188 million for the Executive Direction & Management
(ED&M) Program. At the recommended funding level, the staffing level would
increase from 865 to 920 Full-Time Equivalent (FTE). The increase would be a total of
55 FTE by the end of FY 2009. The recommended funding level wolld assist in the
compliance with the Executive Order to fully staff Asset Managemenr and strengthen
the Business Line Management.

. The existing name of the appropriations account, Expenses, |L not descriptive
of its purpose and has a negative connotation. We propose to change the name of the
appropriations account to Executive Direction & Management (ED&M). We have
transformed the management of ED&M, reviewing all positions annually to insure we
have focused our staffing in the highest most urgent needs. This allows the Corps to
manage change as new or revised missions mature, be more responsive to the public
and the nation by reducing the backlog and processing time for water project review
and review of Project Cooperation Agreements. One of the Corps objectives for the
coming fiscal year is to be more efficient and effective in our project tpmelines, expand
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stakeholder coordination at the regional and nationat levels, and improve cooperative
agreements with sponsors.

The recommended funding level would benefit in the develolbment of
Communities of Practice (CoP) and improve national management iof the Career
Program 18 for engineers and scientists. The Career Program 18 supports the CW
Strategic Plan goal 5.1. The Corps is responsible for managing Department of Army’s
(DA) CP-18 Career Program. The recommended funding level would provide increase
training to retain, maintain and improve technical competence, whigh is one of the CW
Strategic Plan goals, to be a world-class techriical leader. ‘

The recommended funding will strengthen the ED&M component of the “Actions
for Change”. It will improve Business Line Management for the Navigation, Ecosystem
Restoration, Hydropower, Dam and Levee Safety programs to imprpve timeliness and
accuracy in response to OMB and Congress. It will provide adequate management of
the regulatory program to implement the Supreme Court decision onh wetlands,
facilitate the requirement of all wetland regulations and improve program consistency
nationwide. Additionally, it will Improve Quality Assurance (QA) ancf review.

The recommended funding will improve USACE planning caTabilities through
the development and update of planning guidance and training. This is in support of
the CW Strategic Plan goals. Additionally, the recommended fundi g provides $1.7
million for enhanced quality management and provides critical planning assistance and
oversight to ongoing Katrina/New Orleans reconstruction efforts, indluding extensive
multi-year efforts aimed at improving the Guif region.

The Ceiling level program includes $178 million for ED&M program. Atthe
ceiling level there would be a decrease from 865 to 850 FTE. This decrease would be
a total of 15 FTE by the end of FY 2009. This level of funding would maintain roughly
the same level of service, as last fiscal year, at a slightly lower level lin areas
negatively impacted by staffing reductions. :

Policy Direction and Oversight |
Based on close consultation with the Assistant Secretary of the Army (Financial
Management and Comptroller), the Army recommends that funding for the Office of
the Assistant Secretary of the Army (Civil Works) be budgeted and appropriated
through defense appropriations to the “Operation and Maintenance, Army” account,
rather than through energy and water development appropriations qs in recent years
of funding. The Assistant Secretary for Civil Works is an integral part of Army
Secretariat and a senior advisor to the President, not only on the Army Civil Works
program, but also on Army-wide matters, on Corps of Engineers domestic and
international Support for Others, and on the Army Cemeterial Expenses program that
|
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provides funding for Arlington National Cemetery and the Soldiers’ and Airmen’s Home
National Cemetery. Consistent with this position, the Army’s recommendation for
energy and water development appropriations do not include funding for the Office of
the Assistant Secretary (Civil Works). :

- ADDITIONAL FY 2009 INFORMATION

Legislation Supporting the Budget -i
|

Federal Lands Recreation Enhancement Act. The Army rec#;mmends that the
Administration propose legislation to include the Corps in the Federal Lands
Recreation Enhancement Act (FLREA). Under FLREA, the Corps would share the
same authorities to enhance recreation visitor services with the Forgst Service,
National Park Service, Bureau of Land Management, U.S. Fish and Wildlife Service,
and the Bureau of Reclamation. These authorities would allow the Corps to (1) use
the same recreation fee structure as the other Federal land managément agencies; (2)
retain fee receipts to repair and maintain deteriorating facilities; and (3) participate in
the America the Beautiful Federal Interagency Pass program. Becduse the Corps is
not included in FLREA, there is confusion over differing Federal recreation fees,
recreation facilities are deteriorating and the Corps cannot sell, distribute, or honor
discount passes for recreation services. Pending legislation to create a new Veterans
Pass under FLREA would exclude veterans from using such a passj at Army Corps of
Engineers facilities. This would be a significant disservice for American veterans.
Recreation fee retention would return $43 million annually to Corps recreation
facilities. Including the Corps in FLREA would align the Corps recrgation program with
those of the other Federal agencies, provide seamless customer sefvice and
strengthen the ability of the Corps to meet the recreational needs ofithe American
public. :

Shoreline Use Fees. The Army proposes that the Corps study and evaluate the
shoreline use fee structure for permits issued for private, exclusive yse boat docks on
Corps reservoirs. The purpose of the study would be to examine the potential to
increase shoreline use fees as revenue offset to the retention of recreation fees, if the
FLREA legislative proposal is enacted. There are 68,000 boat docks on Corps lakes,
for which the basic fee is $35.00 for a five-year permit. The government receives
nominal revenues from these permits, while private permit holders gain significant
property value as a result of the permitted dock (in some cases tens|of thousands of
dollars). The study would evaluate alternative fee structures to recognize large
differences in shoreline conditions and values of the docks. Shoreline fees are
established by regulation and any changes would go through the regulatory approval
process with full public review and comment. :

|
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Inland Waterways Trust Fund Proposed User Fee Legislation. The Army
recommends that the Administration propose legislation to address| the declining
balance in the Inland Waterways Trust Fund (IWTF), as announced in the FY 2008
Budget. The purpose of the legisiation is to create an alternative funding source for
the IWTF in the form of a user fee imposed on commercial barges passing through a
lock on the inland and intracoastal waterways of the U.S. This legislation would phase
out the existing fuel tax imposed on vessels engaged in commerci | transportation on
the inland waterway system by Calendar Year 2010 and would morle accurately reflect

the principle of the user paying for the use of those services that ditectly benefit the
user. The lockage user fee proposed would be phased in, beginnirlg in Calendar Year
2008, while the existing fuel tax would be phased out. The legislation would provide
for a “floating fee” or “variable rate” beginning in Calendar Year 2011, in recognition of
the fact that the proposed fee structure might result in either a S|gn|f|cant increase in
the revenues available in the IWTF or in a significant shortfall. The|proposed
legislation is in support of the President’s budget for FY 2008 and ig designed to
address the critical problem that will face the Nation beginning in Calendar Year 2009.
At that time, it is anticipated that the IWTF will be completely depleted resuiting in work
stoppages on critical lock replacements and infrastructure seepageland stability
corrections. These navigation locks are critical to the Nation’s ability to move essential
commodities such as coal, grain and raw materials for industry. T hb FY 2009
recommendations are based on enactment of the Administration’s Ieglslatlve proposal
for a new lockage user fee on barges. .

Judgment Fund

As we did in FY 2007 and 2008, the Army would propose in FY 2009 testimony
to reprogram funds carried over into FY 2009 that would be surplusito the applicable
projects in order to repay the Judgment Fund. However, it should be noted that the
Senate Appropriations Committee Report for FY 2007 has prowded dlrectlon not to do
so FY 2008. ;

Estimating Assumptions x

|

i

The Army'’s estimates assume enactment of the amounts in the President’s

FY 2008 budget. If there is a Conference report on FY 2008 energy and water
development appropriations, the allocations could be significantly different from the
allocations proposed in the FY 2008 budget, which in turn could significantly affect the
estimates for FY 2009. In addition, should a Water Resources Development Act
(WRDA) be enacted, a number of unauthorized projects that are consistent with the
policies and priorities of the President would become eligible for funding. Upon
enactment of FY 2008 energy and water development appropriations or a WRDA, but
no later than soon after passback, the Army will prepare revised estimates for work
proposed for funding.
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Contracts

All contracts under $15 million awarded in FY 2007 will be [ymp sum contracts,
and this threshold will be increased in stages over time. For larger|contracts, base-
plus-options contracts or incrementally funded contracts are preferred. These
assumptions reflect a de-emphasis on continuing contracts.

Account Structure

The types of work funded in the Operation and Maintenancei account mirror the
proposals in the FY 2007 and 2008 budgets. Rehabilitations, workito comply with
Biological Opinions under the Endangered Species Act (ESA) at operating projects,
projects that beneficially use material from maintenance dredging, and projects to
mitigate the littoral effects of Federal navigation projects are funded in the Operation
and Maintenance account. The Army, the Corps, and OMB staff should discuss how
these proposals might be modified once there is a Conference Rep!ort on FY 2008
appropriations. These discussions should be concluded on a collaborative basis
before passback, to ensure the timely production of budget materials.

Tables » ;
Table 1 displays the distribution of the initial funding, ceiling }unding and the

Army's recommended program among business programs and accbunts. Table 2

provides a priority ranking for the FY 2009 investment increments gbove the “initial”

funding level.

Table 3 displays the sources of funding for the Army's recommendations. The
sources of funding include not only general revenues, but also user fees, non-Federal
cost sharing contributions of cash, and user taxes through the Inlarid Waterways Trust
Fund and the Harbor Maintenance Trust Fund.

Approximately 82 percent of the Army's recommended budget for Civil Works

. would be derived from general revenues of the Treasury. The other 18 percent would
be derived from various user fees and cash contributions from non-Federal project
sponsors, who also contribute lands, easements and rights-of-way for project
construction, and in some cases accept responsibility for operation and maintenance
of completed projects. i
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Thank you for your consideration of the Army’s recommendations for the FY

2009 budget for the Civil Works program. | would be pleased to d|scuss them with you
at your convenience.

Very truly yours,

/ John Paul Woodley, Jrl
Assistant Secretary of the Army
(Civil Works)

I

i

Enclosures , |
|

25




Tables:

1.

2.

3.

Enclosures:

VOZErX&-—"XTEOMMUO ®»

List of Tables and Enclosures

Army's Initial Funding, Ceiling Funding and Recornmendged Program by
Business Program and Account
Investment Increments Comprising Initial Funding, Cemng Level Funding,
and Army Recommended Program

Sources of Funding for Recommended FY 2009 Progranh

Corps of Engineers Actions for Change

Civil Works Strategic Goal and Strategic Objectives Accdmpllshments for
FY 2007

Performance-Based Budget Process for Army Civil Works
Recommended Funding Guidelines for PED and ConstrU|ct|on
Flood Risk Management !
Navigation

Hydropower ‘

Environment: Aquatic Ecosystem Restoration

Regulatory Program

Recreation

Environmental Stewardship

FUSRAP

. Water Supply

Emergency Management ;
Executive Management and Direction
Outline of FY 2009 Budget Materials for Congress

26



Table 1

Army Intial Funding, Ceiling Funding and Recommended Program by Business Program and Account

Recommended Recommended Army Recommended
Business Line 09 Initial Ceiling Increment 1 Increment 2 Program
Flood Risk Management 964 1312 1457 1524 1607
Investigations 6 16 19 19 20
Construction 343 566 671 671 671
0&M 374 442 475 505 554
MR&T Investigations 3 4 4 4 4
MR&T Construction 39 52 52 52 52
MR&T O&M 87 120 122 154 154
Remaining ltems
Investigations 26 26 27 33 33
Construction 49 49 49 49 72
CAP 5 5 5 5 10
0&M 32 32 32 32 37
Hydropower 221 331 371 400 415
Investigations 0 0 0 0 0
Construction 33 42 58 65 71
O&M 179 280 304 326 335
Remaining ltems
Investigations 0 0 0 0 0
Construction 4 4 4 4 4
0&M 5 5 5 5 5
Navigation 1299 1927 2049 2120 2193
Investigations 2 17 20 20 20
Construction 320 440 452 452 494
" 0&M 849 1335 1440 1510 1539
MR&T Investigations 0 0 0 0
MR&T Construction 10 10 10 10 10
MR&T O&M 25 32 32 32 32
Remaining ltems
Investigations 11 11 12 13 14
Construction 22 22 22 22 22
CAP 8 8 8 8 8
Q&M 53 53 53 53 54
Environment 276 499 561 602 623
AER 71 274 336 374 382
Investigations 19 39 42 42 42
Construction 12 195 253 290 298
O&M 1 1 1 1 1
Remaining ltems
Investigations 10 10 11 12 12
Construction 12 11 11 11 11
CAP 16 17 17 17 17
Q&M 1 1 1 1 1
STEWARDSHIP (O&M) 75 95 95 98 98
FUSRAP 130 130 130 130 143
|Regulatory 180 207 227 242 242
Recreation 201 275 280 296 296
Emergency 45 57 57 57 57
3
Water Supply 6 6 6 6
Expenses 177 178 180 184 188
Total 3367 4792 5188 5431 5626
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TABLE3
SOURCES OF FUNDING FOR RECOMMENDED FY 2009 PROGRAM ($B)

General Fund $4.604
Harbor Maintenance Trust Fund $0.860
Inland Waterways Trust Fund $0.162

TOTAL $5.626
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Army Corps of Engineers — Civil Works
FY09 Budget Passback

Passback presents OMB’s policy and funding recommendations by appropriation account and by
program area. It also discusses management issues, the appeals process, Congressional
justification materials, and the press book. In general, FY09 non-defense, non-homeland -
security discretionary spending is being reduced; the Budget would focus the available funding
on the highest performing projects and programs. The FY09 recommendations for the Amy
Corps of Engineers ¢ivil works program (Corps) reflect a review of the Army budget request,
discussions with Army and Corps staff, progress and status of efforts under the President’s
Management Agenda, PART reviews, and other pertinent information. '

FY09 Funding (8 in millions)
Budget Authority

Net discretionary program $4,657
Summary of Funding Recommendations by Account _
Construction , ' ‘ : 1,321
Operation and Maintenance - - 2,475
Mississippi River and Tributaries 240
Flood Control and Coastal Emergencies ' - 40
Investigations ‘ 90
Regulatory Program : , 180
-| Expenses : ' 175
Formerly Utilized Sites Remedial Action Program | 130
Office of the Assistant Secretary of the Army (Civil Works) 6

The FY09 Budget would highlight the following proposals:

* Maintaining key infrastructure: The Budget provides a continued high level of funding
for operation and maintenance with an emphasis on the proper maintenance of key
infrastructure. ' '

* Completing the highest-return projects first: The Budget again focuses resources on those
ongoing construction projects with the highest net economic and environmental returns to the
Nation in order to realize their economic and environmental benefits sooner.

Issues by Account

Construction

Passback provides $1,321 million in discretionary budget authority for the construction account
and would allocate these funds using the same performance guidelines proposed in the FY08



Budget. A copy of these guldelmes is attached in Appendlx A. For projects ranked primarily on
the basis of their economic return, the Corps would continue to calculate the benefit-to-cost ratio
(BCR) based on the data in the last officially released feasﬂnhty-lcvel report using a seven
percent dlscount rate.

The Corps should ﬁrst allocate sufficient funds to meet the minimum requirements of the
construction program performance guidelines. It should allocate any remaining funds to the
national priority l{)ro_]ects and those projects with the greatest net returns to the Nation. As part of
its December 10™ submission, Army should identify separately: (1) how it proposes to allocate

- funds to meet the minimum requirements of the guidelines; and (2) how it would allocate any
remammg funds. -

- » By December 10'®, please submit a proposed funding allocation for the construction program
consistent with the proposed FY09 Budget performance guidelines. Please also submit
pertinent ongoing investment information of capital assets as ouﬂmcd in Circular A-11,
Exhibit 300.

Cost estimates: For the purpose of developing project allocations under the guidelines and for
determining how much it can efﬁcxently and effectively spend during the fiscal year, the Corps
should exclude: (1) any work that requires further authorization (unless the Budget proposes
such an authorization); (2) any work for which the Administration has not approved the final
feasibility report; and (3) any amounts needed to repay the judgment fund.

New starts and resumptions: Passback does not include funding for any new starts or
resumptions. However, the performance guidelines would continue to state that such projects
must be ranked within the top 20 percent of the ongoing construction projects in the Budget in
their program area to be eligible for a start or resumption of construction.

National priorities: The Budget will again highlight the six projects that the Administration has
previously identified as national priorities: Sims Bayou (TX), New York/New Jersey Harbor
(NY, NJ), Olmsted Locks and Dam (IL, KY), Oakland Harbor (CA), Upper Mississippi River
System Environmental Management Program (IL, 1A, MN, MO, WI) and Everglades/South
Florida Ecosystem Restoration (FL). The Budget will include the funds needed to complete the
Oakland Harbor project.

Dam Safety: The Corps methodology for establishing priorities to address potential dam safety
concerns is based on risk to human life and property and the probability of a dam’s failure.

Since 2000, the Corps has begun or completed work to modify 25 dams under its dam safety
authorities using funds. from its construction program. The Corps estimates that these repairs will
cost a total of $1.9 billion, including $300 million that it has spent to date. OMB currently does
not review these Corps projects for consistency with the policy and programs of the President,
but does review comparable projects undertaken by the Bureau of Reclamatxon

Many similarities exist between the Corps and Bureau of Reclamatxon dam safety programs. In
an effort to help ensure appropriate consistency between the Corps and the Reclamation
programs, OMB plans to host an interagency working group with representatives from both



agencies. This group will consider the procedures and guidelines under which dam
meodifications should be ranked and reviewed. OMB will follow-up W1th a proposed agenda and
timetable for the interagency working group in the near future.

Non-structural approaches to flood damage reduction: The benefit-cost ratio for flood damage
reduction projects that rely primarily on non-structural measures, or involve significant fanding
for such measures, does not reflect environmental benefits that might accrue from such projects.
We invite your suggestions to ensure that the Budget does not place these pro_lects ata
disadvantage compared to structural flood damage reductlon projects.

e By December 10%, please provide a list of any such projects that the Admmlstratlon has
supported in a prior Budget

Suspenszon Fund: Passback does not include funding to cover the cost of terminating or -
~completing ongoing contracts for projects that would be considered for deferral.

Reimbursements: For projects constructed by local interests on a reimbursable basis, the Corps
should establish funding priorities based on the performance guidelines in the same manner as it
would if the Corps were constructmg the project. In determining the amount needed to pay

- estimated contractor earnings or other relevant ranking factors for these projects, the Corps
should consider only the work for which the Federal share first becomes payable in FY09 and
exclude any prior-year amounts that may still be payable.

C0stAuthoﬂzai‘ion Céilmg& Please provide a list of all projects under construction for which
the Corps has reason to believe that the cost may exceed the authonzed cost ceiling by more than
20 percent. '

e By December 10%, please p,rovide this list to OMB._

.Construction Backlog Please provide the following information for the construction program
(including comparable work funded in the MR&T program) using the October 2007 pricé level:

(1) the costs at the beginning of FY07 to complete all work authorized for construction; (2) any -

changes during FY07 due to new authorizations, changes to existing authorizations, or other
factors; (3) the amount that Congress made available in FY07 for this work; (4) the balance of
work remaining as of the end of FY07; (5) the carryover appropriated funds available for such
work at the beginning of FY08; (6) the additional costs needed, as of the beginning of FY08, to
complete this work; and (7) any further changes due to new authorizations, changes to existing
authorizations, or other factors prior to or resulting from enactment of the FY08 appropriation.

The backlog estimates should reflect the cost of completing work in real dollars using the
October 2007 price level, so that the Corps can track how and why the backlog is changing over
time and provide a basis for an analysis of policy options. Please also indicate how much of this
backlog is attributable to the cost of completmg projects that are actively under constructlon and
how much of this work is for the projects supported in the FY09 Budget.

* By January 4™, please provide these data using the October 2007 price level.



Operation and Maintenance

Passback provides $2,475 million in discretionary budget authority for the operation and
maintenance account. This is a high level of funding relative to the overall budget for the Corps
(moving from 51 percent of total Corps funding in the FY08 Budget to 53 percent in FY09) and
reflects the continuing importance that the Administration places on properly maintaining key

_ infrastructure; including rehabilitation ‘where appropriate. ' : ‘

Passback does not include a épéciﬁc allocation of O&M funding for commercial navigation,
flood and storm damage reduction, hydropower, or aquatic ecosystem restoration, although it
does pass back specific levels for some of the activities within several program areas.

Within the O&M tdtals; Army should allocate funds to achieve the greatest economic return and
other performance to the Nation. OMB also recommends that Armmy allocate certain funds to
specific activities (more information provided in the discussions by program area). For example:

— Endangered Species Act compliance on projects owned or operated by the Corps;
— NEPP component of the Emergency Management programt; and
— the ongoing Levee Inventory.

» By December 17, please provide OMB with a proposed allocation of the available funding
for the O&M account by program area, consistent with these and other Passback
recommendations. '

As the Corps has recommended, the Budget would again propose that the Congress appropriate
operation and maintenance funding on a regional basis. However, the Corps should request
operation funding for each region separately from maintenance funding. Also, the congressional
justification materials should indicate the actual budget authority provided for each project for
FY06, FY07, and FY08 after accounting for reprogramming, and show the operation and
-maintenance components separately by fiscal year. ' _

Harbor Maintenance Trust Fund: The Corps should allocate funding to the activities financed
through the Harbor Maintenance Trust fund (HMTF) on the same basis as other O&M funding.
Passback notes that the Corps has not demonstrated on an economic basis that the requested
increase for these particular activities would be the best use of available funds. The Corps
should continue to conduct a quantitative and economic analysis of the HMTF to establish a
performance-based assessment of HMTF priorities.

Mississippi River and Tributaries

Passback provides $240 million in discretionary budget authority for the Mississippi River and
Tributaries account. The Corps should allocate funding to MR&T investigations, construction,
and O&M activities on the same basis as in the rest of the civil works program. Within Passback
totals, the Corps may recommend a higher or lower level of funding for this account if needed to
ensure that comparable projects in the Budget are being treated -equally.



The Corps should improve its risk-based strategy for completing construction of the main stem
features of the lower Mississippi River and the Atchafalaya River. The revised strategy should
focus on completing this work in larger, more useful segments to reduce overall damage and loss
of life if a major flood — that exceeds the protection levels that the Corps now expects to achieve
by that time — were to occur before the Corps is able to complete all of the remaining work.

The Corps should allocate sufficient funds to properly maintain the Old River control structure,
including the work that it recommended in its ceiling program plus Bands R1 and R2 of its

request to OMB. For the maintenance of the other main stem features, the Corps should allocate

not less than it recommended in its ceiling request to OMB.

Flood Control and Coastal Emerg.en'ci'&é

Passback provides $40 million in discretionary budget authority'for the readiness component of
the Flood Control and Coastal Emergencies account, the same as in the FY08 Budget. This
funding level should allow the Corps to sustain the ﬁmdmg needed for preparation and training
activities associated with its role in responding to national emergenc:es No funds are included
for emergency response or recovery efforts.

Investi gatioﬂs

- Passback provides $90 million in discretionary budget authority for the Investigations account.
Within this amount, the Corps shotild allocate to Planning Assistance to States and to Flood Plain
Management Services not less than it recommended in its ceiling program plus Band R1 of its
request to OMB. :

Within thé total for the Investigations account, Passback includes a total of $20 million for the
Louisiana Coastal Area (LCA) wetlands restoration effort and the LCA. science program. '

Passback includes $2 million for the Army Corps to contract with the National Academies to
study the vulnerability of the United States to damage from flooding, including an assessment of
the comparative risks faced by different regions of the United States. The report would also
evaluate the effectiveness, efficiency, and accountability of existing Federal, state, and local
programs, including flood insurance, land use planning, and emergency response and recovery
programs. The study would provide background to support a subsequent effort by policy
officials under section 2032(b) of WRDA 2007 to develop recommendations to improve existing
Federal program authorities and roles. OMB will provide further guldance on this study in the
future.

The Corps should allocate sufficient funding in this account to comply with the independent peer
review requiréments of Section 2034 of WRDA 2007.

For purposes of allocating funding to studies and preconstruction engineering and design, the
Corps should only fund those projects that are most likely to qualify for a construction start
under the high standard in the performance guidelines. This includes taking the new start rule

v



into consideration, under which only the top 20 percent of projects within each program area are
eligible to be considered for initial construction funding.

. By December 10™, please provide a proposed allocation of funduig to OMB for all activities
- in this account, including a project-by-project list of studies and preconstruction engineering
and design work, and for the investigations portion of the Mississippi River and Tributaries
program.

Regulatory Program

Passback provides $180 million in discretionary budget authority for the Corps regulatory
program, equal to the amount in the FY08 Budget. The Corps should propose how it would
allocate these funds to continue to address the Catabe]l/Rapanos documentation requirements,
make progress in the time for issuing permits, ensure that pérmit recipients comply with the
terms of their permits, improve the extent to which Corps regulations are apphed ina cons1stent
manner across the Nation, and ac}ueve other program objectlves

e By December 10%, pleas'e explain how the Corps would make the best use of this funding and
describe the expected performance for each program objective at this funding level. -

Formerly Uhhzed Sltes Remedial Action Prog:am

Passback provides $130 mllhon in d1scretlonary budget authonty for the Formerly Utilized Sites
" Remedial Action Program (FUSRAP). This amount should allow the Corps to complete work on
three projects in FY09,

Expenses

Passback provides $175 million in discretionary budget authority for the Expenses account,
excluding the Office of the Assistant Secretary for Civil Works. This includes $1.2 million to
support the asset management/real property and the e-govermnment initiatives of the Premdent'
Management Agenda. : :

The Corps should continue to finance all indepeﬁdent financial audits ef the civil works program
through the Revolving Fund. :

Passback does not include the $1.7 million that Army requested in the Expenses account for -

Katrina recovery management. Instead, the Corps should use unobligated balances in the Flood

Control and Coastal Emergencies (FCCE) account to fund these activities.

OMB does not agree to change the name of this account to Executive Direction and
Management. Executive direction is primarily the responsibility of the Assistant Secretary of the
Army (Civil Works), which the Congress has been funding in a separate account.

s



Office of the Assistant Secretary of the Army (le Works)

- Passback provxdes $6 million in discretionary budget authority for the Office of the Assistant
Secretary of the Army (Civil Works). The Budget would fund this office through its own
account in the Energy and Water Development appropriation, as the Congress has done since
FY05, rather than in the DOD-Military appropriation.

Issues by Program Area

As shown in the table below Passback provides broad discretion to the Corps regardmg the
allocation of funding among programs within the construction, O&M, and investigations
accounts. The Corps should allocate this funding within each of these accounts to maximize the
overall performance of the civil works program. :

The Corps should submit to OMB by December 17% its performance targets for FY09 for each
program based on its proposed allocation of FY09 funding. Tlus should serve as the basehnc for
developing the Corps out-year targets.

Program Areas Budget Authority (in millions)
Commercial Navigation = _ -
Flood/Storm Damage Reduction ' -
Aquatic Ecosystem Restoration -
Hydropower ’ ' -

| Recreation -

Water Supply . -
Subtotal , 4,126 |
Regulatory - Lo 180 |-

"FUSRAP 130

.| Emergency Management - 46

Expenses ' ' 175
Total : 4,657 |

Commercial Navigation

Inland Navigation: For Ohio River, Upper Mississippi River, and Ilinois Waterway
maintenance excluding rehabilitation costs, the Corps should allocate not less than it
recommended in its ceiling program plus Bands R1 and R2 of its request to OMB.

No funding is provided for design work on the proposed new locks or for work related to the
proposed small-scale measures on the Upper Mississippi River or the Illinois Waterway, pending
completion and review of the current re-analysis of their economic justification. The Corps
should allocate the maximum amount that it can efficiently and effectively spend under the
navngatlon economic technologies program to continue the development of the navigation system



simulation model for inland waterways, including related research. We would like fo discuss
with the Corps why it believes that continuing to fund work on a global commodity forecasting
model would be useful. -

The FY09 Budget will propose legislation to authorize an inland waterways user fee and phase
out the existing barge diesel fuel tax. The Corps should develop an illustrative five-year .
investment plan for submission with the FY09 Budget showing how this user fee will enable it to -
manage ongoing and future inland waterways construction, replacement, expansion, and
rehabilitation work responsibly through FY 13, while ensuring a positive end-of-year balance of
unappropriated funds in the Inland Waterways Trust Fund each year. The five-year plan should _
assume that the Congress will adopt the Administration’s legislative proposal by the end of
FY08, and that the Congress will provide each inland waterways project in FY08 with the higher
of the amounts specified in the House and Senate Committee reports. - :

Small Ports and Recreational Harbors: Passback includes funding for the operation and ,
maintenance of small ports, channels and recreational harbors to support significant commercial
navigation, commercial or subsistence fishing, or public transportation. In addition, the Corps .
should explore ways by which “contributions” paid by port and harbor owneérs over the past
several years might be increased. Owners, operators and other stakeholders at 12 Corps ports and
harbors have stepped forward to pay their own dredging costs rather than rely on the Federal -
govemment to pay for these costs. In light of this, the Corps should also explore how non-
federal altemate funding of maintenance costs at ports and harbors might be increased.

* The Corps should send OMB a work plan for this assessment by February 15™.

Flood and Coastal Storm Damage Reduction

- Over the past year, the Corps has made good progress in developing performance measures for
the flood and storm damage reduction program. Over the coming months, the Corps should
continue developing and implementing methods to collect data for these measures.

- Flood Risk Management: OMB does not agree to change the name of the flood and storm
-damage reduction program to the flood risk management program at this time.

Within available funds, the Corps should allocate funding to support a reasonable level of effort
for projects needed to address significant risk to human safety, but based on their BCR would
otherwise be a low priority. Passback does not agree that the Corps list of projects as included in
backup materials to the budget submission represents a sufficiently useful or rigorous application
of the “risk to life” standard for project construction. Army should resubmit proposed “risk to
life” projects based on an assessment of those projects which would address a risk to human
safety that is greater than-in most of the projects that would be funded through the regular project
selection process. This list should focus on construction projects and General Reevaluation
Reports; it should not include reconnaissance studies or the initiation of feasibility studies. If the
Corps recommends ongoing feasibility studies for inclusion in this category, then it should
propose to fund those studies within the Investigations account and give them priority.



e - By December 17", please submit to OMB a revised “risk to life” list.

The Corps should allocate the maximum that it can efficiently and effectively spend on the
American River project for pre-construction engineering and design work to modify Folsom )
- Dam to address flood damage reduction and dam safety issues. The Corps should fund levee
work and any other project element that is under or ready for construction at an appropriate level,
considering the level of the risk to human health and safety that the project would address.

Storm Damage Reduction: Passback continues the current policy on beach re-nourishment
projects. The Budget for the construction program would support only the initial phase of beach
construction. The Budget for the O&M program would fund such re-nourishment only to the
extent that the addition of sand is needed to rnitigate the effects of a Federal navigation project.

Agncultural Flood Protection: In allocating resources for constriction that is financed through

. the MR&T account, the Corps should continue to emphasize activities along the main stem of the
lower Mississippi River and in the Atchafalaya River basin that would help to reduce the risk of
property damage or loss of life to a large region in the event of a major flood.

National Levee Inventory: Passback supports efforts to continue the national levee inventory,
but recommends that it be funded through the O&M account (as opposed to the FCCE account as
Army has proposed or the Investigations account as proposed in the FY08 Budget). The role of
this program is to determine the condition of existing (Federal and non-Federal) structures.
Therefore, we believe that it is more appropriate to fund it under the O&M program.

e By December 10", please prov1de OMB with a proposed FY09 funding level for this act1v1ty,
as well as FY09 goals, in light of the new authorization in WRDA 2007.

Emergency Management.

Passback includes $46 million for emergency management, including $6 million in the O&M
account for the NEPP.

Aquatic Ecosystem Restoration

We look forward to continuing to work with the Corps to further develop effective performance
criteria for the aquatic ecosystem restoration program.

* Pursuant to the performance integration scorecard of the President’s Management Agenda, the
Corps and OMB should continue to work on performance measures for the aquatlc ecosystem
restoration program, to reach agreement by December 30",

Biological Opinions: Passback includes not less than $95.7 million for Columbia River fish
recovery, not less than $70 million for work on Missouri River fish and wildlife recovery
excluding Intake Dam, and the maximum that the Corps can efficiently and effectively spend to
modify Intake Dam in order to assist in the recovery of the endangered pallid sturgeon.



Upper Mississippi River system environmental management program: Passback includes the
funding needed to allow baseline environmental data collection and related analysis to proceed at
the maximum efficient rate, and to make progress on all ongoing projects.

Chicago Sanitary and Ship Canal Dispersal Barrier: For the Chicago Sanitary and Ship Canal
Dispersal Barrier project, the Corps should allocate the maximum that it can efficiently and
effectively spend. ’ '

Everglades/South Florida ecosystem restoration: Passback includes $185 million for the Corps
for this program. The Corps should-contire its current effort to re-examine priorities within the
Everglades/South Florida ecosystem restoration program. We would like to work further with
the Corps on the funding allocation within this program. :

A recent National Academy report has recommended that the Corps should focus on a small

number of restoration projects, selected to evaluate the validity of hypotheses regarding the

. effectiveness of current approaches to the restoration of the Central Everglades (in the water
* conservation areas and in Everglades National Park). These projects would operate, either.alone
or in tandem, to achieve direct ecological benefits, and would also enable the Corps to test its

- hypotheses and reduce uncertainty over time. The Corps would evaluate the success of these
projects and incorporate the lessons learned before defining the next phase of thie overall
restoration effort. The Corps should begin to implement these recommendations as soon as
possible, by redirecting FY08 funds away from lower priority efforts where appropriate and not
funding such efforts in FY09. : ' :

With the remaining funds, the Corps should give priority to: the Kissimmee River restoration
effort; seepage control both north and south of Tamiami Trail; and developing a full range of
options for improving water flows through the Central Everglades. The Corps should allocate
sufficient funding in FY09 to complete the study funded in the FY08 Budget to reevaluate the
Federal interest in expanding the geographic scope of the Kissimmee River restoration effort.

The Modified Water Deliveries to Everglades National Park project (Mod Waters), which the
Congress authorized in the Everglades National Park Expansion and Protection Act of 1989, is
the centerpiece of the current phase of the overall restoration effort. Consistent with the National
Academy report recommendations, the Corps would work in stages to deliver more water to
improve natural hydrological conditions within the park. It would complete the first stage of this
work under the 1989 Mod Waters authority. It would then evaluate the success of these
measures and incorporate lessons learned before proceeding with further steps to restore natural
hydrological conditions within the park, in partnership with the State under the WRDA 2000
Comprehensive Everglades Restoration Plan (CERP) process.

The Mod Water project is an Administration priority. However, the Corps does not yet know
whether it will need FY09 funding to complete Mod Waters. By December 10, please prepare
a detailed briefing paper on the options for completing this project, including the FY08, FY09,
and future funding needs of these options. Based on that information and the status of the FY08
request in Congress, the Administration will then decide funding for Mod Waters in the FY09
Budget, within available totals for the Corps and the National Park Service.

10



Coastal Louisiana: Passback includes a total of $20 million for efforts under the Louisiana
Coastal Area (LCA) restoration program and LCA science program, within the total provided for
investigations. ' :

The Budget would again present the request for the LCA science program as a separate line item..
Please ensure that the press book identifies this line iter properly, i.e., as a science program,
rather than a science and technology program. We would like to discuss the purpose of the
science program further with the Corps and reach agreement on how much to allocate to this
program within the $20 million total. In our view, the science program should not be responsible -
for technology development, demonstration projects, modeling, or large-scale studies. Rather,
“the Corps should undertake these activities with restoration program funds. ’

In the LCA restoration program, the Budget would give priority to the Mississippi River
hydrodynamic study and would propose to expand this study to include the watershed of the
Atchafalaya River. The Corps would study the Atchafalaya River basin and pursue related

~ Testoration opportunities under the LCA restoration program (not under MR&T) to ensure
consistent cost-sharing and adequate consideration of wetlands opportunities and impacts.

We would like to work with the Corps on options for allocating the restoration program funding

requested in the FY08 Budget to ensure consistency with the proposed allocation for FY09. No

funding is provided for feasibility studies, design work, or construction related to the Mississippi
River Gulf Outlet project proposed in the LCA near-term restoration plan.

Atchafalaya River basin floodway system: The Budget should include funding to study the need
for further land acquisition to expand this system.

National Estuary Program: Passback includes $5 million to continue construction work.

Hydropower

OMB appreciates the importance of maintaining hydropower facilities. The Corps should
discuss maintenance funding needs with the Southeastern, Southwestern, and Western Area
Power Administrations, and should allocate sufficient funding to reduce, over time, the incidence

“of unscheduled outages at key facilities (defined as those that are likely, if properly maintained,
to generate the most valuable power per dollar of cost). The Budget should also fund all joint
operation and maintenance costs allocable to hydropower, and should include under maintenance
all small capital items that are a necessary element of proper maintenance.

Passback does not include funding to begin construction of additional replacement hydropower
- projects. Based on the data that the Corps has provided, none of these projects would qualify for
a new start in FY09 under the construction performance guidelines.

As the performance impacfs for O&M-related hydropower activities are often inseparable from

the level of construction funding at the aggregated program level, it is difficult to project the
performance impacts of different O&M funding levels. :

11



* By December 17th, please provide OMB with estimated performance impacts of your
proposed allocations for hydropower for both the O&M and construction accounts, and a list
of your key hydropower facilities.

Recreation

The Budget will re-propose the Corps recreation modernization legislation. The proposal is
designed to provide more and better recreation at Corps facilities at less cost to the federal
government. In the past, local parties at Lake Lanier, for example, expressed an interest in
working together with the Corps to create a better environment for the Corps recreation program
there. Corps managers have also expressed an interést in working on these issues with local
parties interested in thie Corps recreation program.

The Corps should work with local project sponsors in cooperative efforts to create public/private
partnerships, tax districts and other new arrangements to facilitate local financing of Corps
recreation projects. The Corps should work with OMB over the next year to identify options to
promote recreation partnerships, including options for up to two or three demonstration projects,
under which it would work with local sponsors with an interest in upgrading Corps recreation
facilities in cooperation with the Corps.

Water Supply

- Passback for the water supply program includes the $2 million requested to cover the costs of
implementing endangered species-related activities.

e By December 21, please explain why the allocated pomon of these costs is so lngh, asa
percentage of total program ﬁlndmg

Cross-Cutting Issues

Budget Appeals

In any appeal of this Passback, the Corps must prioritize its request for funding increases, and
offset them with proposals for real dlscretlonary budget aut.honty and outlay savings within
Passback totals.

* Any appeal must be submitted in writing to OMB by c.0.b. November 29" and signed by the
Assistant Secretary of the Army (Civil Works).
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Outlay Projections

It is important that the Corps develop net outlay estimates for the Budget that are as accurate as
possible, and make timely adjustments-to these estimates for Mid-Session Review, ini order to
limit discrepancies between those estimates and year-end actual outlays: Accordingly, the Corps
should work with OMB to develop a more realistic model for estimating the outlays presented in
the FY09 Budget and the July 2008 mid-session update.

e The Corps should re-estimate its outlays for FY09-FY18 and submit them to OMB by
December 17, with a clear description of improvements made to the model used to develop
these outlay estimates.

Five-Year Development Plan

* The Corps should submit to OMB for review and clearance prior to transmittal to Congress a
proposed five-year plan for the FY09 Budget. The plan should include two scenarios: (1) a plan
based on the out-year funding levels in the FY09 Budget; and (2) a “current services” scenario
‘based on the last congressionally enacted level. ‘ ' '

* By December 17", please submif to OMB an outline of your proposed five-year plan,
incorporating lessons learned from the development of the plan for the FY08 Budget.

e ' By February 15", please provide to OMB for both scenarios: (1) a pfoppse’d breakout of
specific allocations by account and by program area, as well as the underlying criteria used to
develop those allocations; and (2) the estimated out-year performance impacts by program
area. : '

Continuing Contracts

The Budget would again propose an appropriations act general provision to repeal the Corps
continuing contract authority and replace it with-multi-year contracting authority similar to the
authority of other Federal agencies. We welcome any substantive or technical changes to this
proposal that you may want to recommend, building upon the concept that the Administration
proposed in the FY08 Budget Appendix. : : '

Principles and Guidelines

The Administration intends to implement section 2031 of WRDA 2007 by convening an
interagency working group to review the 1983 Economic and Environmental Principles and
Guidelines for Water and Related Land Resources Development Projects, and their
implementation by the Corps and other Federal agencies. The Administration will develop the
parameters for this review over the coming months, as well as a work plan for addressing
technical and policy issues and recommending appropriate changes.
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Capital Asset Acquisitions

The Eamed Value Management System (EVMS) is a project management tool for capital
acquisitions that integrates the scope of work with schedule and cost elements for optimum
investment planning and control. The Administration believes EVMS is an effective
methodology, which agencies can utilize to improve their acquisition of major capital assets.
OMB requests the Corps develop a plan for integrating EVMS into its capital planning and

acquisition processes, or if applicable, to coriduct an-assessment of its current EVMS policy and
practices, including a description of how EVMS is being incorporated into the Corps five-year _
plan. ‘ . '

» The Corps should present OMB with its plan or assessment by February 15%.

Site Security

The Corps should provide OMB with detailed progress report on its site security program on a
quarterly basis, starting on December l_4'h. The information should include the methodology for
determining the costs associated with site security operations, and an explanation of how the
sites needing security are chosen. The Corps should also update OMB on the status of its long-
range security plan by December 14%, including an assessment of program achievements to date
as measured against the last such Corps plan. '

Compliance with Statutory and Regulatory Requirements

In allocating funds, the Corps should ensure that sufficient funds are available to meet all
statutory and regulatory requirements, including compliance with environmental laws.

Savings and Slippage

- The Budget would not net out estimated savings and slippage.

Actions for Change

Passback includes the full amount that the Corps requested within each account for the Actions
for Change program. The Budget would disaggregate this funding and request it separately for
each of the specific studies, projects, or other activities that warrant such funding, as opposed to
grouping them together in each account under a single title. o '

Reimbur_sement for Mitigation Services

OMB has previously asked the Corps to work with the Fish and Wildlife Service to ensure that it
is reimbursing the Service, where appropriate, for the full cost of hatcheries and other mitigation
services that the Service provides to address the impacts of civil works projects owned or
operated by the Corps. In your funding allocations for FY09, please include the funding needed
to fully reimburse the Service for such work.
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Judgment Fund
Passback does not include any funds to repay the judgment fund.

Financial Management

To reduce the difference between its initial outlay forecasts in the Budget, the Mid-session
review’s updated outlays, and year-end actual outlays, the Corps should work with OMB to
incorporate performance goals and targets for outlay estimates in its “green plan” for PMA
Financial Management. The Corps should provide these goals and targets by January 31* for
inclusion in its 2™ quarter scorecard. '

Program Assessment Rating Tools (PARTs)

The FY'10 PART process will begin shortly after the release of the FY09 Budget. Belowisa .
proposed list of programs to be assessed next year. Please advise OMB by no later than

~ December 17" of any concerns with this list. Once we reach agreement on a program list, the
Corps and OMB should work to define program scope, identify performance measures, and
develop preliminary answers. : '

Re-PARTs:

Flood and Coastal Storm Damage Reduction — OMB will evaluate both the Flood Damage
Reduction and Coastal Storm Damage Reduction programs in a single re-PART, which may
also include the Dam Safety Program. The Corps will need a rating of satisfactory (rather
than results not demonstrated) by the 1¥ quarter of Fiscal Year 2009 to achieve “green” status
on its Budget Performance Integration/Performance Improvement Initiative scorecard. In the
next several weeks we look forward to continuing discussions as to whether Dam Safety
should be included as an element of this re-PART, or treated separately.

Inland Waterways Navigation — This re-PART is ready to proceed, now that the Corps has
- developed performance measures. Over the coming months, the Corps should focus on
_collecting data for those measures. As with the flood and coastal storm damage reduction re-
PART, the Corps will need a rating of satisfactory (rather than results not demonstrated) by
-the 1* quarter of Fiscal Year 2009 to achieve “green” status on its Budget Performance
Integration/Performance Improvement Initiative scorecard.

Hurricane Katrina Recovery

The Administration will propose an FY08 Emergency Supplemental, in the FY09 Budget, for the
Federal share of additional funds needed to complete construction of ongoing work to provide
100-year level of flood and storm damage reduction to identified areéas, and reduce rain-induced
flooding within the New Orleans levees.
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e Byno later than December 17, the Corps should provide its final project-by-project
estimates to complete the work needed to meet these objectives, and should draft
appropriations languagc and an accompanying justification narrative.

~ Guidance for bongeésional Justiﬁéations and Press Book

For proposals included in the Budget and related backup materials, such as congressional
justification materials, press releases, and testimony, the Corps should cite specific, substantive
information on performance to support budget recommendations, such as linking levels of

- performancé to the specific resources requested, and identifying the resources requested to
address specific performance-related problems and concerns. These citations should provide
decision-makers'useful explanations about how PART findings, performance data, evaluations,
investigations, and audits improve program performance. Non-specific, overly general
explanations should not be included. - :

Press Book: |

- The Press Book should include all information that was included in the FYO08 Budget '
Press Book. : :

Congressional Justification Materials:

- The congressional justification materials for each project should include an estimate
of the total project cost and the cost to complete the project in real terms, using the
October 2007 price level, and should not include project completion dates. All
information included in the FY09 Budget should also be included here, as well as the
additional information specified in the O&M section. Please format the justification
for each project in a separate Word document. '

President’s Managemgnt Agenda

The Corps should work with OMB to ensure that information relevant to the first quarter
scorecard rating, particularly in cases where the Corps is on the verge of a status upgrade, is
provided to OMB well before the end of the quarter to allow for adequate consideration. In
addition, the Corps should make sure that its write-ups are consistent with the Proud to Be V
targets and any additional modifications made since the last quarter to any of the six scorecards.

The Corps should continue to aggressively implement the President's Management Agenda
(PMA) in FY08 and FY09. Savings and productivity increases resulting from PMA
implementation will allow agencies to produce better results. Budget justifications to Congress
should employ meaningful use of performance information to justify funding requests. Agencies
should not simply assert that a particular budget decision was made because of its PART rating,

The Corps should notify OMB by December 14, 2007 of any problems that would hinder its
progress in implementing the PMA or meeting its Proud to be V targets. This includes any
internal disagreements, Congressional opposition, or disagreements with OMB. Progress can
only be made where there is cooperation and understanding. -
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We would like to work with the Corps to help implement Executive Order 13450, “Improving
Government Program Performance,” which the President signed on November 13, 2007. A copy
is available at http://www.whitehouse.gov/news/releases/2007/1 1/20071113-9.html.

Pfgg_ aration of the President’s Budget Voluine ,

OMB would appreciate your help and suggestions in preparing the main Budget volume for the
FY09 Budget. We will be providing a general subject outline of the Corps chapter. We
welcome your comments on the outline as well as suggestions on specific graphics and photos
that would make the chapter more informative. As in the past, we also plan to provide a draft of
the chapter to the Office of the Assistant Secretary for review. The Budget this year will also
include a separate volume highlighting terminations, reductions and reform proposals, similar to
the volume published last year. ' ’

Health — Pandemic Influenza -

The FY 2009 Budget will support the procurement of medical countermeasures and materiel to
protect Federal employees with critical professional responsibilities during an influenza
pandemic. Funding to procure medical countermeasures and materiel for agency staff with
critical roles during an influenza pandemic will be covered within the FY 2009 Budget levels.

The Homeland Security Council is leading a process to determine risk-based categories for FTEs
during an influenza pandemic. Guidance documents currently under development by the
Department of Health and Human Services and the Department of Labor will include ‘
recommendations for risk-based categories of Federal FTEs critical to the operation of the
Federal government during an influenza pandemic. These guidance documents should be
published for comment within the next several weeks. Agencies should prepare to procure
medical countermeasures and materiel for very high-risk, high-risk, and medium-risk FTEs,
consistent with the guidance documents: currently under development. It is anticipated that
many agencies will have few or no FTEs that will meet the criteria as very high-risk, high-risk,
or medium-risk FTEs. The Homeland Security Council and the Department of Health and
Human Services will lead a process in the coming months to determine how antiviral medicines, -
masks, and other medical materiel will be procured, stored, and distributed to Federal agencies
during a pandemic. Please contact your OMB representative should you have any questions.
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Budgét Assuxﬁptio,ns
A-123

The 24 major CFO agencies are required to perform strengthened procedures to support the
assessment of the internal control over financial reporting pursuant to OMB Circular A-123,
Management's Responsibility for Internal Control. The Corps, while not one of the 24 major
CFO agencies, reports its progress as part of the President's Management through the DOD. A
separate management assurance statemeit on the effectiveness of the internal control over '
- financial reporting will be reported in the FY 08 Performance and Accountability Report. Since
the Corps reports through DOD, it should take appropriate steps to support the DOD in ‘
implementing the requirements of the A-123 in the most efficient and effective manner. The
Corps efforts and information supplied to DOD should be available upon OMB request.

Pay Raise Assumptions

Agencies should assume a 2.9 percent "pay raise for FY09 civilian personnel. The actual pay
raise proposed in the Budget may differ, but it is not expected to be higher than this level; the
pay raise will be absorbed within the overall Passback level of funding.

FTE Levels

e By December 12", the Corps should provide OMB a table summarizing the FTE levels for
the civil works program under the FY07 enacted, the FY08 Budget, FY08 likely enacted and- |
FY09 budget levels of funding. _ : '

Please refer tb_ guidance in Circular A-11, section 85, and-explain.any increases or reductions
over the likely FY08 enacted level.
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Management Issues

Information Technology

2007 Enacted 2008 Pres. 12008 Liker '2009 Request 2009 Passback
(BA in Millions) | Budget Enacted - L

$488 320 613 392 *302 -

*This level is an estimate and includes both civil and military amounts The USACE should revise this based on
decisions elsewhere in Passback.

In accordanice with OMB Circular A-1 1, Sections 22.6 and 53.5:

1. Each agency’s Exhibit 53 should be updated to reflect the President’s decisions, and
resubmitted to OMB by not later than COB Friday, December 28" via IT WEB;

2. Exhibit 300 business cases should be updated and revised to reflect final decisions and
posted to the agency’s public website by no later than two weeks after the President’s
Budget is transmitted to Congress:

3. Each agency’s congressional justification should include a link to where the exhibit 300s

are posted on the agency’s website; and

4. Each agency s congressional Justlﬁcatlon should include funding for E-Gov initiatives as
' provided below as well as the benefits associated with each initiative for the agency.

U.S Army
Corps of
Engineers

Recreation
one-stop-

*$50,000

$50,000

Geospatial
LoB

$74,160

$57,000

Budget
Formulation
and Execution

{ LoB

$85,000

$95,000

Corps Total

$209,160 $0

$202,000

$0

*Service fees are estimates as provided by the E-Gov initiatives.
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List of Data Requests
Date Request
Nov. 29 Budget appeals
Dec. 10 Construction program: allocation by project -
Dec. 10 Investigations program: allocation for all items
including specific studies and PED work
'| Dec. 10 Projects exceeding authorization ceiling
Dec. 10 Projects based on non-structural approaches
Dec. 10 Regulatory program: performance impacts
Dec. 10 '| National levee inventory: updated allocation
Dec. 12 Level of FTEs
- Dec. 14 Information Security POA&M rmlestones
Dec. 14 Site Security Information
Dec 14 -Proud to be V Progress Update Due
Dec. 17 Hydropower: performance impacts and list of
key facilities
Dec. 17 Proposed O&M funding by program area
Dec. 17 New outlay estimates
Dec. 17 FYDP outline
| Dec. 17 Revised risk to life list
Dec. 17 Katrina project estimates
Dec. 21 Water supply: ESA justification -
Dec. 28 Update Exhibit 53
Dec. 31 1 IT Remediation Plan (If on Watch LlSt)
| Dec. 31 AER performance metrics
| Jan. 4 Construction program backlog
Jan. 31 Financial Management goals
Jan. 31 Information Security cost-benefit analysis
| Feb. 15 FYDP break-outs and performance data
Feb. 15 Work plan for low use harbors
Feb. 15 Report on stats of EVMS
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DEPARTMENT OF THE ARMY
. OFFICE OF THE ASSISTANT SECRETARY -
CIVIL WORKS
108 ARMY PENTAGON
. WASHINGTON DC 20310-0108

NOY 2 9 2007

Honorable Jim Nussle

Director o
Office of Management and Budget
Washington, D.C. 20503-0009

Déar Mr. Nussle:

: | Thank you fo"‘r-the Fiscal Year (FY) 2009 budget passback for the Civil Wofks
- program of the Arr‘ny Corps'of Engineers.

This letter has three purposes: 1) to appeal key decisions in the passback;
- 2)to request-additional funding where we believe that the passback has failed to fund
- important priorities, including a few important new authorities provided by the recent
" Water Resources Development Act of 2007 (WRDA 07), or provided insufficient funds
- to carry out'the directions in the passback; and 3) to provide clarifying information on
.. 'the Army's plan for lmplementlng certain aspects of the passback.

- The Army urges that addltlonal budget authority of $255.3 million be prowded
“beyond that in the passback, for a revised total Army Civil Works discretionary budget
. -of $4.912 billion: The Army makes this request bedause important priorities have been
~ overlooked or their costs have been underestimated in 6 accounts, as discussed
below. Account, Program, and Crosscutting issues are addressed in the order in
-which they are presented in the passback document.

R .Appeal of Funding Levels by Account

The Army's appeal for additional includes $152.2 million for Operations and
- Maintenance, $41 for Construction, $10.2 million for Investigations, $28.5 million for
- the Regulatory Program, $21.4 for Mississippi River and Tributaries, and $2 million for
“Executive Direction and Management (Expenses). The paragraphs below by account
include both funding appeals and policy appeals.

Construction Account

Passback provides $1, 321 000,000 for Construction. An additional $41 million
s requested on appeal to fund Risk to Life, Treaty and Environmental Mitigation
.. requirements, as well as several high performing projects as detailed in the enclosure.
At the passback level, 10 projects could be completed. If funding is provided at the
- -appeal level, and additional 3 projects could be completed if funding were allowed to
- complete projects that would not otherwise satisfy the Guidelines as stated in the
passback. The total additional funds required to complete these 3 additional pro;ects

is only $1,750,000,
lfrlntad on @ Recycled Paper




The minifnum requirements for the Civil Works construction program to carry
out OMB guidelines total $1,235,185,500. The remaining $86M within passback would
be-distributed to a National Priority project, NY/NJ Harbor, as dictated in the
guidelines. The appeal of $41 million is for project safety, security, commitments to
sponsors, environmental mitigation requirements and performance. This additional
funding is imperative to fund ongoing projects that do not meet the guidelines as
stated in the passback. The enclosure to this letter provides details on projects
affected by the Army's Construction account appeal.

Construction Guidelines. The guidelines are essentially the same as those

* proposed last year and continue the winnowing down of projects in construction. The
Army continues to believe that certain of the guidelines are ill-advised and
-counterproductive. The Federal Government should be a reliable partner to the non-
Federal sporisors who have invested significant resources of their own, including

~ incurring public debt obligations, by continuing to fund previously budgeted projects
that are not yet comiplete. Failure to fund the projects continuing from the FY 2008
budget will-create great di'sruption and contribute further to the perception that the

- Federal government acts in bad faith in its budget decisions for the Civil Works

_ program

. Two ongorng ‘construction prOJects wnll have already awarded continuing

~ contracts at the beginning of FY 2009, but do not meet the stated construction

- guidelines. The Army appeal includes funding to avoid terminating these two
contracts. Funding also is included in the Army appeal to complete 3 projects that
“otherwise do not satisfy the construction guidelines.

New Starts and Resumptions. As we have stated repeatedly, the Army strongly
believes that the guidelines should be modified to eliminate the 20 percent or "death
spiral” rule, and thereby provide a "level playing field" that applies identical criteria to
previously unfunded projects, resumptions, and continuing projects. Moreover, the
Army strongly disagrees that the FY 2008 budget reflected a flat “no new starts” policy
as was stated Monday afternoon when we met with OMB staff to receive the FY 2009
passback. Never in the presence of the Army or Corps did OMB state last year that

“there was a flat policy against new starts. The Army never testified to that effect and
the construction guidelines did not say there was a no new starts policy. In fact, the
Army repeatedly answered questions to the contrary, stating that for FY 2008

- contained no new starts because none satisfied the construction guidelines. For FY

2009, it is critical that new starts be allowed if they meet the guidelines.

Deficiency Correction. The Army's appeal includes $8 million for the St. Louis
flood damage reduction project design deficiency correction as a qualifying project
under the life and safety criterion. This investment complies with the guidelines on the
~ basis of combined economic benefit and reduction of risk to life and safety.




It flies in the face of common sense to call a design deficiency correction a “new
start.” However, regardless of the categorization of the work, the St. Louis Flood
Damage Reduction project design deficiency correction needs to be in the FY 2009
budget in order for me to defend the construction program to Congress.

Dam Safety. While the Corps welcomes the proposed working group and will
fully participate, the Army Corps of Engineers has responsibility and accountability for
Risk Management. There are differences in the authorizations and methodologies that
need to be considered as a basis for the working group meetings. Many of the Corps
modifications for safety are undertaken as major rehabilitations under the "Chief's
Authority to Operate and Maintain the Projects," which is based on the original project
~ authorizations and is the same authority used for major rehabilitation projects for other
~ purposes. Only a portion (less than 50%) of the Corps current dam safety, seepage
and static instability correction modification program is pursuant to the Dam Safety
Assurance authority provided in Section 1203 of WRDA 86 (P.L. 99-662). Unlike the
~ Bureau of Reclamation's Safety of Dams authority, the Corps dam safety reports are
- not transmitted to Congress and, therefore, review of reports by OMB is not

~ necessary. The Corps currently is working with the Bureau of Reclamation on risk
assessment methodology tools to be used in the preparation of Dam Safety
Modification reports. These tools will be tested in studies started in Fiscal Year 2008.
Currently all Corps Darn Safety Modifications reports are reviewed at the District and
Division level and approved by the Division Dam Safety Officer. The report and
-approval documentation are reviewed at HQ USACE and at ASA (CW) prior to starting
additional design work. All of the reports received an Independent Technical Review
. ‘prior to'approval.. - -

- Non-structural Approaches to Flood Damage Reduction. Current Corps
regulations that have been in place for several years have supported the formulation of
combined NED/NER plans that suppott the use environmental benefits in combination
with economic benefits. This approach strengthens the viability and justifications for
non-structural projects. The construction guidelines in Appendix A of the passback
acknowledge that projéects with both economic and environmental benefits would
compete and be considered for funding however there is a BCR threshold of 1.5 and
- that may place non-structural projects at a disadvantage if viewed only within this
context. As directed by WRDA 07, the Army's establishment of principles and
guidelines for the Civil Works program will further address non-structural measures.

- Operation and Maintenance (0&M) Account

~ The Army réque'sts an additional $152.2 million for the O&M account, bringing
-the total for the account to $2.641 billion, for mandated unfunded requirements in the
- passback. This total comprises the following: '

~ Risk and Reliability. Additional O&M funding of $39 million is needed to
- achieve the level of maintenance that was formulated to reduce risk and increase .
‘reliability to acceptable levels in the Army's September ceiling level allocation for O&M.




Maintenance of Important [nland Waterways. Passback directed that
maintenance of the Ohio River, Upper Mississippi River and Illinois Waterway be
funded at the level of “R2” in the Army’s September recommendations. However, the

 total O&M passback includes insufficient funding to accomplish this without sacrificing
other critical maintenance. The Army requests an additional $24.3 million to address
the OMB's guidance.

Maintenance of Coastal Channels and Harbors. The Army's appeal includes
$58.9 million additional funding for well-justified maintenance of the Nation's high
performing commercial harbors. OMB is aware that the Corps is in the first year of a
3-year effort to provide the more specific economic data that OMB seeks in order to
document the marginal economic costs associated with failure to reliably maintain the
Nation's channels and harbors to depths necessary to efficiently move cargo into and
out of commercial coastal harbors. The data OMB seeks is well beyond the detailed
economic analysis that justified construction of the channel depths and width or that
has ever beén required previously to justify project maintenance. OMB also has been
made aware that even the Nation’s 59 highest volume ports, on average, had full
. channel depths for even the middle half of the channels only 35% of the time in FY
+ 2006. The Army urges OMB to support maintenance, over and above critical
. maintenance requiremants at harbors with more than 10 million tons of commercial
cargo per year, in order to improve the efficiency of navigation at the most important
harbors on which the Nation’s mternatlonal commerce heav;ly depends.

Itis dlsappOJntlng that the passback on the navigation program does not
support the accomplishment of the first year increment of the Army'’s five year goal for
.~ improving the performance of channel availability for high volume ports to 95% and will

- have a resounding affect on assuring the Nation’s place in world trade. The balance
oh the Harbor Maintenance Trust Fund (HMTF) is over $4 billion and annual revenues
- are on the ordeér of $1.2 billion per year, yet current budget policies and funding levels
constrain maintenance on many existing channels, adversely lmpactlng the
transportation system efficiency. In light of the huge and growing balances in the
Harbor Maintenance Trust Fund and the contmumg absence of support for a vigorous
program of harbor maintenance, | plan to recommend to Congress, in testimony on the
- FY 2009 budget, that consideration be given to reducing the ad valoremtax to a level
not in excess of the actual annual spending for channel and harbor maintenance.

. National Levee Inventory. The passback directed that the levee inventory
program be moved to the O&M account, but failed to provide $10 million to fund this
without eroding important project maintenance supported by the Administration. We
request additional fundlng of $10 million be provided for the National Levee Inventory.
The role of this program is to assess the condition of existing structures, both Federal
and non-Federal. The initial funding for the inventory and assessment were provided

- by 3rd FCCE 2006 supplemental and under existing authorities. Thus far, work has
~ been restricted to Corps program levees (i.e. levees that are operated and maintained

by thé Corps, levees that were federally authorized and transferred to others for




operation and maintenance, or private levees that the owner has met the requirements
to participate in the Corps Rehabilitation and Inspection Program).

National Levee Safety Program. Title IX of WRDA 07 established the National
Levee Safety Program, which authorized both inventory and inspection (as opposed to
simple assessment) of all levees -- private levees as well as those in the Corps
program. The Corps can provide much needed leadership and technical guidance to
non-federal authorities responsible for the safety of non-federal levees. Therefore, we
request $20 million additional funding to carry out this important new authority.

Investigations Account

The passback for Investigations is inadequate to carry out the passback

' guidance. Additional funding of $10.15 million is needed to fully fund Flood Plain

‘Management Setvices (+$2.5 million), Planning Assistance to States (+$2.5 million),
Peer Review as authorized in WRDA 07 (+$3 million), the study of vulnerability of the

_ United States to damage from flooding, including a comparative assessment of risks
faced by different regions of the U.S. (+$2 million), and support to UNESCO

~ ($150,000). .

- Study of Flooding Vulnerability. The Army supports the concept of this study,
but cannot justify a sole source contract of $2 million to the National Academies for
- this purpose, since numerous large engineering corporations also are capable of
- carrying out this study. Instead, if sufficient funding is provided, the Army will issue a
competitive Request for Proposals from bidders for the study and will specifically invite
the National Academies to compete for the contract. : : '

- UNESCO. Section 2030 of WRDA 2007 amended the Corps interagency and

- international support authority (Section 234 WRDA 1996). An additional $150

~ thousand is requested for this purpose, beyond the $50 thousand dollars in the Army's
FY 2009 Budget transmittal. These funds will support the Corps technical coordination
and management related activities of the U.S. National Commission for UNESCO, and
scientific interaction with UNESCO’s National University Centers.

The passback for Investigations once again demonstrates through the funding
allocation that preparing well researched, documented and justified project reports is
not valued. OMB recognizes in meetings and conversations that the Corps should

- identify the highest priority projects and use integrated systems-based planning within
watersheds. This approach is the foundation for future Corps planning. The Corps

~ needs to work collaboratively with states, local governments and other stakeholders to

anticipate national and regional water resources needs and conflicts and to establish

strategies for addressing them in ways that improve opportunities for economic and

- environmenial well being. Yet the passback provides no opportunity to advance these
- approaches, since passback funds no new studies and few ongoing studies. However,

in recognition of the current fiscal constraints, this appeal for additional funding

addresses only the activities covered by the passback guidance, with one minor

exception.




Requlatory Program Account

The passback provide only $180 million, the same level of funding as for FY
2008, to continue to manage one of the most controversial programs within the federal
government that annually processes permits with direct construction costs of over
$200 billion. Because the regulatory program is predominantly a labor-based
- organization, the flat budget will result in an effective decrease in available funding that
does not keep up with inflation and cost of living increases. The passback level of
funding at $180 million will result in the lowest level of program performance, make no
progress in reducing petmit delays, provide no support to increase staff to address the
Carabell-Rapanos Supreme Court decision, and restrict our progress in improving
_consistency across the country. '

_ * The Army strongly urges restoration of $28.5 million in funding for the
Regulatory Program, bringing the total to $208.5 million. This level of funding would

- support continued progress toward the Regulatory Program'’s performance goals.and
limited response to recent Supreme Court decisions. It also would enable
implementation of two critical provisions of WRDA 07: $500 thousand to implement
Section 2017, the provision of public access to water resource data: and $1 million to
implement Section 2040, beginning the full transition to electronic submission of permit
applications. Implementation of these important provisions will make the Regulatory
Program more efficient and responsive to public needs over the long run, '

" Executive Direction and Manéqement Account

The Army again strongly recommends changing the name of the Expense
account to "Executive Direction and Management (ED&M)" and requests an additional
$2 million for the account, bringing the total for the account to $177 million. The ,
rationale for changing the account name from the meaningless “Expenses” to the
accurate description of ED&M is clarified below.

The Army's authorized workforce strength for ED&M is 997 FTE. This strength
was determined to be necessary for competent execution of the five functions of the
ED&M in the Corps’ exhaustive USACE 2012 organization study. The passback

“amount of $175 million for the Executive Direction and Management account will
support 850 FTE. This funding level continues the slow erosion of the staff necessary
to manage the civil works appropriation. In FY 2007 the staffing level was 876 FTE.
The staffing level of the FY 2008 budget is 865 FTE. The Army recommends $2
Million be added for a total of $177 Million. This funding will insure that the staffing
remains at the FY 2008 budget level.  This is necessary to implement WRDA 2007

- that mandates a number of studies and activities on top of the already complex




management of the civil. works program. [n addition the supplemental funding for
repair and improvement of flood damage reduction systems, has and will increase the
workload of ED&M by more than 50% (or $3 billion) annually during the period FY
2006 — 20010. The ED&M Program has been operating in a weakened state, to the
continued detriment of the Nation, which depends heavily on the Corps’ products for
economic benefit, life, health, safety, and disaster response.

These personnel are located at the Corps national Headquarters and at the
regional Major Subordinate Command (Division) headquarters. Current law prohibits
these headquarters from receiving project or study funds.from other accounts to carry
-out ED&M functions. The proportion of the Corps total Civil Works staff assigned to
ED&M activities appears to be one-half to one-third the proportion assigned to these
duties by other Federal agenicies with similar programs.

Change of Account Name. The phrase "Executive Direction and Management"
is not new.. It has been used for a number of years in budget briefings and budget
justification materials prepared by the Army in support of the Expenses account.
Executive direction and management is provided by the Corps Washington
~ 'Headquarters and, within their respective geographic regions, by the Division -

‘Headquarters. In contrast, the Assistant Secretary of the Army (Civil Works) provides
- policy direction and-oversight, but does not manage either the execution of the
" program or the performance of Corps personnel. The meaningless account title
- "Expenses” was shortened from the slightly more descriptive title of "General
Expenses" that was intended to distinguish this account as covering expenses not
-directly related to individual studies or projects. OMB has proposed changing account
~names in a number of recent budgets, and eventually Congress adopted the
recomrtiended changes. The Army believes it is timely for this account name to be
changed to something that is meaningful and clearly describes the purpose for which
the funds are appropriated. Changing the name of the account also supports the
. expectations of the Appropriations Committees that a more programmatic justification
be presented for the account. Therefore, we strongly maintain that the name needs to
be changed to "Executive Direction and Management.”

. In the absence of funding under the ED&M account of $1.7 million for New
Orleans, Louisiana area recovery funds, these costs will be reprogrammed from FCCE
supplemental appropriation funds allocated for Ieyee repairs.

Mississippi River and Tributaries Account

The Army requests an additional $21.4 mllllon for the Mississippi River and
Tributaries account, bringing the total for the account to $261.4 million. Of the
additional funding, $18 million will be used to continue MR&T levee construction. Lack
of continued construction in FY 2009 on the main-line levees in the wake of Hurricane
Katrina would be viewed as a lack of commitment toward flood protection/flood risk
management as a System. The passback of $240 million would leave unattended




approximately 200 miles of 3 to 5 feet deficient levees and inadequate seepage
control. The Corps would not be able to award any new construction contracts, and
construction of proposed dikes on the Mississippi River would be restricted, increasing
the potential for failures in the flood control system and escalation of dredging costs to
maintain navigation. [n addition, at the passback level the Corps would need to begin
early to implement drawdown or reassignment of the MR&T workforce in FY 2009.
Completion of the Atchafalaya River Basin project would be delayed at least one year
and leave seéveral areas vulnerable to flood, and several deficiencies exist on the
Atchafalaya Basin that would require flood fighting to pass project flow.

The passback directs full funding of the Old River Control Structure at the
“Recommended 2 level. However, the passback did not provide the "Recommended
2" level of funding for the account. Therefore, the Army appeal includes restoration of
$3.4 million for the Old River Control Structure in order to carry out the passback
guidance. ’

We note the passback includes direction to study the Atchafalaya through the
Louisiana Coastal Area study, rather than through MR&T. The ongoing Upper
Atchafalaya General Reevaluation Report is part of the MR&T program. It is part of
the authorized Atchafalaya Basin construction project.

The Army will work with OMB toward an improved risk-based strategy for

- completing constriction of the main stem features of the lower Mississippi River and
the Atchafalaya River and focus work in larger, more useful segments as stated in
passback. :

- “Forierly Utilized Sites Remedial Action Program (FUSRAP) Account

The Army notes that an additional $30 million would be needed for the FUSRAP
account to accomplish the goal stated in the passback of completing remediation work
at 3 sites, bringing the total for the account to $160 million. A budget of $130 million
will not enable accomplishment of the goal stated in passback. Only one operable unit
at one site (Linde) can be completed in FY 2009 at the passback level of $130 million.
As stated at a budget briefing on September 19, 2007 in response to a question from
OMB staff, remedies could be put in place at three sites only under an "Optimal
Budget” of $160 million, which is abave the Army’s recommended level of funding.

Additional Issues by Program Area

Commercial Navigation Program

Inland Waterways User Fees. The Army has transmitted proposed legislation
to OMB to begin inter-agency review. That proposal is fully consistent with the
guidancein the passback. The Corps will develop and provide the illustrative five-year
investment plan for inland waterways, as requested in the passback.




Global Commodity Forecasting Model. We would be glad to discuss the
importance of the Global Commodity Forecasting Model, part of the National
Economic Technical Study, and its relevance to the future competitiveness of U.S. in
international trade.

Small Ports and Recreational Harbors. Consistent with the passback, we will
work with you on developing the work plan for this study by February 15. As proposed
by the Army in September, the study will be budgeted as a remaining item in the O&M

"account.

Flood.Risk Management (Flood and Coastal Sté)rm Damage Reduction) Program

Change of Program Name. The Army strongly believes that the Corps business
line needs to be renamed “Flood Risk Management”. Risk management does not
ignore economic benefits and costs, but rather incorporate risks to life into the
analysis. The Appendix to the 1983 Principles and Guidelines recognized the
inadequacy of risk assessment tools available at that time and admonished agencies
1o expand their use of risk management in all aspects of planning and analysis.

The Nation’s recent experiences with floods and hurricanes have led the Army
and-its Corps of Engineers in a new direction in terms of how we collaboratively plan,
- construct, and manage solutions to the nation's water resources problems. These
difections emphasize the need for risk assessment and risk management within a
systems context, the need to effectively communicate risk and the need to increase
public service professionalism within the Corps. The name change of the Flood
Damage Reduction business line to Flood Risk Management better reflects this new
paradigm of managing risk and in particular for communicating to the public about risk
management.

Over the years, the Corps mission of addressing the causes and impacts of
flooding has evolved from flood control to flood prevention and more recently, flood
damage-reduction. These changes reflect a greater appreciation of the complexity
and dynamics of flood problems — the interaction of natural forces, human
development, and change through timé — and the partnerships necessary to be
adaptable and sustain effectiveness through time. Risk management is defined as the
process of identifying, evaluating, selecting, implementing and monitoring actions
taken to alter levels of risk;

The goal of risk management is scientifically sound, cost-effective, integrated
actions that reduce risks while taking into account social, cultural, ethical, political and
legal considerations. The Corps approach to flood risk management must include our
partniers and stakeholders. We must involve others such as F EMA, HUD, NOAA,
states, sponsors, and affected citizens to collaborate effectively and efficiently to make
the Nation more "flood wise."




_ The change in the name of the Corps business line to "Flood Risk
Management" (FRM) better reflects the new approach to dealing with flooding
situations. The Corps also will be changing the names of its national Planning Centers
of Expertise to better reflect this more holistic approach, as well as making agency-
wide changes to use the flood risk management language in briefings, newsletters,
and press releases.

Life/Safety Projects. We will work with OMB staff to clarify the contents of lists
they are provided and in the continuing evolution of risk management analysis. We
concur that the use of the risk index and the consideration of risk to life are evolving

~contribution to a better approach to risk management.

Adguatic Ecosystem Restoration Program

Biological Opinions. Consistent with the passback, the budget will include
$95.7 million for Columbia River fish recovery. However, concerning the Missouri
River fish and wildlife recovery program, | have decided that the Army budget for FY
2009 will include no funding for work in the state of Missouri, because Missouri has set
up barriers for obtaining state permits that are impossible to meet. As a result, the
Army appeal includes $55 million for Missouri River fish recovery. Unobligated funding
from FY 2008 is likely to carry over and be available in the event that Missouri decides
to grant the needed peérmits. Intake Dam will be funded at the capability level of $15
million. The BIOP costs will be distributed to the appropriate projects within the O&M
account. '

Everglades/South Florida Ecosystem Restoration, The passback document
states that the Corps should allocate sufficient funding in FY 2009 to complete the
Kissimmee River Expansion Study that was funded in the FY 2008 Budget. However,
the Corps will not initiate this study in FY 2008 since a sponsor could not be identified
willing to cost share the feasibility study. '-

Coastal Louisiana. The passback included $20 million for the Louisiana
- Coastal Area (LCA) restoration program and LCA science program, within the total
provided for the Investigations account. We will work with you to develop proper goals
and objectives for both these programs and on options for allocating the restoration
program funding in the FY 2008 Budget to ensure consistency with the proposed
. allocation for FY 2009.

~ Recreation Program.

The Army has implemented a modernization work plan as requested in the FY
2008 Passback. The major milestone will be enactment of the Administration’s
_proposed legislation to retain user fees at projects and expanded authorities for grants
and agreements to increase our ability to leverage the recreation program through
partnerships. The Army urges OMB to approve our prior request that the

10




Administration propose legislation to add the Corps to Federal Lands Recreation
Enhancement Act of 2004, expanded non-Federal contribution of funds, and recovery
of costs to administer the shoreline use permit program. : ’

The modernization work plan does not specifically identify three demonstration
projects. The Corps conducted six demonstration projects pursuant to the FY 2005
budget. In addition, Corps districts are always exploring and utilizing ways to
cooperate and partner with non-Federal units of government and non-profit entities
within Corps authority. Singling out particular projects is'of little added benefit. An
example of why demonstration projects are no longer necessary is Lake Quachita, at
which the Corps recently leveraged $10,000 into $800,000 through partnering.

In addition, “tax districts” are not advisable. The Corps does not believe the
Federal Government should be advocates for additional local government taxation.
This is an improper role for federal managers. Taxing adjacent/area residents for
living on Corps projects such as Lake Lanier would further perpetuate the notion that
they "own" the public land between their property and the water and -encourage more
unauthorized private exclusive use. A more equitable way to balance that scale would
be to raise shoreline use fees, for their authorized private exclusive use facilities, e.g.
boat docks and appurtenant structures, to reflect closer to true market value. '

- Water Supply Program

The apparent increase in funding-for water supply is in fact merely an
accounting correction. The actual program level is the same as in prior budgets.

Cross-Cutting Issues

Qutlay Projections and Financial Management.

The Corps is developing improved methods for estimating outlays. When funds
have been appropriated and project schedules for expenditures have been developed,
these will be used. Otherwise, the existing "rules of thumb" that derive outlay
estimates from estimates of available funds will be updated for the various accounts to
reflect recent outlay experience. The Corps also will develop targets for estimating
accuracy for inclusion in the second quarter financial management scorecard.

Five-Year Development Plan

The Army requests that OMB provide five-year target numbers, which we
normally receive in passback. We plan to provide the Civil Works Five-Year _
Development Plan (FYDP) to OMB for clearance by January 15th, in order to transmit
it to Congress by February 15th. While we can prepare the high (enacted) level
scenario with available information, we cannot prepare the budget level scenario
without the outyear targets from OMB.
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Continuing Contracts

The Army will be pleased to work with OMB on the proposal for multi-year
contracting authority. We will begin by providing proposed legislative language based
on the concept proposed in the FY 2008 Budget Appendix.

Principles and Guidelines

+ The Secretary of the Army has been given statutory authority and responsibility,
under section 2031 of WRDA 2007, to develop principles and guidelines specific to the
Army Civil Works program. We intend to carry out that statutory mandate, convening
an open interagency process as required by WRDA 07, to which we will be pleased to
invite both OMB and CEQ. We cannot, however, delegate this responsibility Congress
‘has entrusted to the Army.

Capital Asset Acquisitions.

The Earned Value Management System (EVMS) is already integrated into the
Corps capital planning and acquisition processes. As you know; the Corps includes
EVMS in its acquisition programs for Information Technology investments, including
the recent agreement for Information Technology and Information Management
~awarded under OMB Circular A-76. EVMS is also a feature in the Primavera
scheduling software that is at the heart of the Corps’ P2 project management system,
~ which is used for all studies, design, and construction. No additional applications of
EVMS are necessary. '

Site Security.

We will provide OMB with detailed progress report on its site security program
on a quarterly basis, starting on December 14th. The information will include the
methodology for determining the costs associated with site security operations, and an
explanation of how the sites needing security are chosen. We will also update OMB
on the status of its long-range security plan by December 14th, including an
- assessmentof program achievements to date as measured against the last such
Corps plan.

Actions for Change.

We respectfully disagree with disaggregating the funding and applying
‘charges” to existing projects in the budget. The products and activities in Actions for
Change are designed to change the way the Corps plans, designs, constructs,

- operates and maintains its infrastructure. We will be developing new planning and
engineering tools/models, developing, testing and issuing new policies and
procedures, and changing the overall culture of the Corps to be more risk-informed.
Our Actions for Change budget request was built from the bottom up. Thatis, we have
budgets for every planned activity in the program. We also have a chronological order
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based on the critical nature (priority) of some products as well as precedence for
others. Additionally, through our Office Counsel, we have established the most
appropriate funding account for each activity. The requested budget was a simple
consolidation of the scheduled activities for FY09, by funding account. There are four
major “themes” in Actions for Change: Comprehensive Systems Approach, Risk
Informed Decision Making, Communication of Risk to the Public, and Communication
of Risk to the Public. The Actions for Change products will benefit the development
and delivery of all projects across our mission areas. As such, these Actions are not
attributable to specific, line-item projects already in the budget.

Reimbursement of Fish and Wildlife Service (FWS) Mitigation Hatchery O&M costs

The Armiy has reached agreement with the Department of the Interior to

- proceed during FY 2008 with analysis of mitigation fish hatchery costs and, beginning
with the FY 2010 budget for Civil Works, to reimburse the FWS for the appropriate
operation and maintenance costs of mitigation hatcheries associated with Civil Works
projects. If OMB does not agree to this plan, then additional funds will be needed in
FY 2009 tocover the unplanned cost of reimbursing the FWS,

‘Hurricane Storm Damage Reduction System for#the. New Orleans, Louisiana Area

In support of the supplemental appropriations to be requested along with the
transmittal of the FY 2009 Budget to Congress, the Corps will provide its final project-
by-project estimates to complete the work needed to meet the objectives, and draft
-appropriations language and provide an accompanying justification narrative by
December 17th, as required in passback.

Guidance for Congressional Justifications and Press Book

Balance to Complete. Estimates of project costs and balances to complete will
. be provided in inflated dollars, as has been the case for decades. The current method
provides valuable information to the Appropriations Committees about appropriation
requirements, and under the current method, it is easy to track costs for each project
from year to year and to-identify the reasons for changes, such as changes to inflation
estimates, post-contract award adjustments, or changes in project scope or design. If
constant-dollar figures were used, the Committees would not know the appropriation
requirements for the projects. In addition, each year sunk costs would be in nominal
dollars but future costs would be in constant dollars, so the basis for the estimates
would change every year, there would be an illusion of cost growth, and true changes
in costs would be masked. It is sound budget practice to provide the Committees
realistic estimates of appropriation requirements. These estimates more accurately
represent the ultimate cost of construction of the project to the taxpayer. The data
supporting the budget are developed and automated based on these estimates.
Constant dollar data are not available, calculations of constant dollar estimates are
difficult and time consuming, and constant dollar estimates are confusing to the
reader. This reiterates the Army’s position stated in several prior year appeals.
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Provision of J Sheets to OMB in MSWord Format. We do not plan to implement
this'guidance. The Army and Corps must maintain control over editing of the J-sheets.
_-The task of providing consistent materials to Congress is already is a highly complex
. “task, and the Corps must maintain control over changes to the documents to ensure

‘thére is not more than ohe version of any particular document.

* Health ~ Pandemic Flu preparedness
L The‘-'qu'ps will be'as}s‘ig'ning this to the appropriate office. Tasks will include
~-developing a list of high priority personnel, procurement of medicines and other

supplies in sufficient quantities and other activities. The Safety Office has taken the
. lead'for this in the past.

- Views on Passback

~..= 1l amconcerned that the passback does not appear to recognize the great
.. ‘économic and environmental contributions the Civil Works program provides to the
Nation. The great majority of the proposals that are left unfunded would have a
_ ‘positive net effect on the Federal budget deficit over time, as the economic activity
. they would facilitate gave rise to increased incomes and wealth for our citizens.
- However, given the President's overall priorities and the general fiscal situation, | have

- limited-this appeal of the passback to only the most essential items beyond the funding

*+ provided in the passback: - | urge you to carefully consider the Army's appeal and to
'support it to the maximum éxtent possible. - ‘

-

“I'look forWar‘d t'd resolution of the issues raised in this letter and the enclosure,

= "-j?'-ah"d t6 the completion arid defense of the President’s FY 2009 budget for the Army
-'Civil: Works program. ' ' '

Very truly yours,
T o | John Paul Woodley, Jr.

Assistant Secretary of the' Army
(Civil Works)

Enclosure
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Enclosure

Details of the Army Civil Works Appeal for FY 2009 Construction Account

Passback provides $1,321,000,000 for Construction. The minimum requirements
for the Civil Works construction program in accordance with OMB guidelines total
$1,235,185,500.

Dam safety assurance, seepage control, and static instability correction projects
will require $392,206,000 including an additional $17,000,000 for Wolf Creek
Dam, Lake Cumberland, KY for the recently revealed capability level of
$57,000,000.

Funding National Priority Projects at the ceiling level will require $361,557,000
including $185,000,000 for Everglades and $20,000,000 for Upper Mississippi
River Restoration, IL, IA, MN, MO & Wi and New York/New Jersey Harbor
$2,000,000. _ - -

The mix of projects that that provide substantial life saving benefits totals
$138,139,000 in accordance with OMB guidelines. This includes $9,000,000 for
American River Folsom Dam as directed by OMB.

- $11,720,000 will be needed to fund proje_cts with mitigation or environmental
requirements in accordance with OMB guidelines.

Basic requirements for the high performing continuing projects total $71,543,500
again in accordance with OMB guidelines. This includes capability level funding
for Chicago Sanitary and Ship Canal Dispersal Barrier, IL as directed.

Other ongoing, previously budgeted projects with Continuing Contracts will -
require $115,100,000 again in accordance with OMB guidelines. Those without
continuing contracts total $39,620,000 ($5,620,000 for Des Plaines River, IL, and
$34,000,000 for McCook and Thornton Reservoirs, IL). '

The remaining $86,000,000 is to be distributed to National Priority Projects, High
Performing Projects per the OMB guidelines. Unfortunately New York/New
Jersey Harbor was the only project able to take advantage of these funds and is
provided all of the funds bringing its total to $88,000,000.

We continue to believe there is strong justification for additional, previously
approved and worthwhile projects. An additional $41,000,000 is requested to
fund the following projects considered High Priority.




Risk to Life Projects ($18.350,000):

St. Louis Flood Protection, MO - $850,000

Barnegat Inlet to Little Egg, NY - $15,000,000

Blue River Basin, Kansas City, MO - $1,500,000
Marysville/Yuba City Levee Reconstruction, CA - $1,000,000

Funding St. Louis Flood Protection, MO ($850,000); Barnegat Inlet to Little Egg,
NY ($15,000,000); Blue River Basin, Kansas City, MO ($1 ,900,000) and
Marysville/Yuba City Levee Reconstruction, CA ($1,000,000) will all provide
significant risk reducing benefits. Marysville/Yuba City Levee Reconstruction will
be completed with the additional funding

Environmental Mitigation and Treaty Projects ($5,500,000):
‘Columbia River Treaty Fishing Access Sites, OR & WA - $5,300,000
Myrtle Beach, SC - $200,000

Funding is also requested for Columbia River Treaty Fishing Access Sites, OR &
WA ($5,300,000) and Myrtle Beach, SC ($200,000) in the amount of $5,500,000
to meet environmental and treaty requirements

- Performing but not.ongoing Projects ($17.050.000):

Napa River, CA in the amount of $8,500,000

Columbia River Channel Improvements, OR & WA - $7,800,000.
Point Marion Lock and Dam, MS - $150,000

Grays Landing Lock and Dam, Monongahela River, PA - $600,000

Funding is requested for Napa River, CA in the amount of $8,500,000. This
project was included in the FY08 budget although it is below the 1.5 BCR cutoff
and per the guidelines would be subject to termination. But since it provides
significant flood damage reduction and environmental benefits it is deemed to be
high performing. Maintaining the funding stream for Columbia River Channel
Improvements, OR & WA requires $7,800,000 and is also a reflection of
maintaining commitments with those sponsors two budgets ago. Funding in the
amount of $150,000 is requested to complete Point Marion Lock and Dam, MS
(BCR 1.6) and $600,000 to complete Grays Landing Lock and Dam,
Monongahela River, PA (BCR 2.9) which a relatively small amounts of funding
for high return on nearly completed, previously budgeted projects..
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